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Foreword 


Volumes VIII and IX contain background studies and papers of the 
Commission. Most of these papers constitute new research or original 
work done for the Commission. Selected research material relating to 
the Canada Pension Plan and the public sector in Ontario has been in- 
cluded in Volumes VI and VII. 


Volume VIII contains a market survey by Southam Marketing Research 
Services, the "Consumer Survey," which is the first study of attitudes 
of the population in Ontario towards retirement arrangements. This 
Survey may be compared to the recent American survey of attitudes com- 
missioned by Johnson and Higgins and conducted by Louis Harris and 


Associates, Inc., entitled 1979 Study of American Attitudes Toward 
Pensions and Retirement (New York). 


Tne statistical probability paper on vesting by Professors Izzet 
Sahin and Yves Balcer breaks new ground and produces interesting re- 
sults. The study of coverage by Harry Weitz is a comprehensive review 
of this issue; and his paper on RRSPs is the first major work of its 
kind. 


Volume IX contains papers by a sociologist, Dr. Daniel Kubat, and 
by an economist, Dr. Arthur Donner, both of whom were retained by the 
Commission. 


All original research data and papers have been filed with the 
Archivist of Ontario and are available to the public. In addition, cer- 
tain staff background papers not reproduced in this report have been 
filed with the Archivist. All major work of consultants retained by the 
Commission is reproduced in this report. The only exceptions are the 
complete CPP computer print-outs which were edited for publication to 
reduce the quantity of data; the originals are filed with the Archivist. 


List of Briefs 


The Royal Commission on the Status of Pensions in Ontario received 
representations from many individuals and organizations throughout the 
province. Some of them appeared at our hearings and submitted briefs; 
others (*) forwarded written briefs to us; and a few (+) made oral pre- 
sentations at the hearings and thus no brief number appears with their 
names. All of the 391 briefs and the tapes of the proceedings have been 
deposited in the Archives of Ontario. 
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A Survey of the Awareness and Attitudes of Ontario Residents towards 
Retirement Programs and Particularly Pension Plans 


The Royal Commission on the Status of Pensions in Ontario, in 
addition to holding formal public hearings where interested parties had 
the opportunity to present their briefs, wished to ascertain, by survey 
methods, the attitudes, awareness, knowledge, and habits of Ontario 
residents in regard to pensions and other sources of post-retirement 
income. To carry out such a survey of adult Ontario residents, the 
Commission engaged Southam Marketing Research Services, a division of 
Southam Business Publications Limited. The survey is the end result of 
a three-phase investigation, which consisted of an introductory explora- 
tion, completed in September 1977; a pilot test of question areas and 
sample design, completed in April 1978; and the major survey, designed 
to quantify and validate preliminary findings, completed in December 
1978. 


Because the results from the first two phases were preliminary, 
this report presents a summary of the major findings of the major study 
only. Every effort has been made to extract, analyze, and comment upon 
the significant findings of the research. The complete study is availa- 
ble for consultation in the Archives of Ontario where the papers of the 
Commission have been deposited. 


METHODOLOGY 


The final questionnaire was developed from the information gathered 
in the first two phases of the research and from a number of lengthy 
discussions with the Commission (see Appendix A for sample question- 
naire). It was designed to explore in detail the respondents" knowledge 
of and attitudes towards both government and private pension plans. 
Pertinent data were also collected about each respondent's work history 
and personal experience with pension plans. In order to facilitate the 
accurate collection of data, cards containing a written description or 
definition were designed for the interviewer to hand the respondent 
while asking each complex question (see Appendix B). In this way respon- 
dent confusion was kept to a minimum. 


The Commission agreed with us that the results of this study should 
be applicable to the population of the province as a whole and should be 
accurate within at least plus or minus 2.6 percentage points at the 90 
per cent confidence level (see Appendix C). Thus a multi-stage strati- 
fied random sample of 1,000 adults 18 years of age and over was selected 
to participate in the survey. The sample was selected in the following 
manner (see Appendix D for sample design): 
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In order to ensure a representative distribution of the sample, 
the province was divided into six economic regions - Eastern 
Ontario, Metro Toronto, Central/Bruce, Hamilton peninsula, 
Southwest Ontario, and Northwest Ontario - and interviewing 
quotas were assigned to each of these regions in proportion to 
the population 18 years of age and over. 


Previous research indicated that the size of the community in 
which respondents reside has a bearing on the amount of post- 
retirement income they perceive they will need. So that the 
sample would be as bias-free as possible, within each economic 
region, quotas were assigned in proportion to the population 18 
and over by city size groupings: 


Stratum 1 500,000 and over 
Stratum 2 100,000 -— 499,999 
Stratum 3 30,000 - 99,999 
Stratum 4 10,000 — 29,000 
Stratum 5 1,000 - 9,999 
Stratum 6 less than 1,000 (farm and rural non-farm) 


Therefore, in essence, the sample selected was proportional to 
the regional adult population and to city size within each 
region. 


Within each region cities and towns were listed by city size on 
the basis of the 1976 census and from this array municipalities 
in which interviewing was to take place were selected. Maps of 
the selected municipalities were obtained, and the boundaries of 
all residential census tracts in urban areas were transferred to 
the maps. In a similar manner the boundaries of enumeration 
areas were mapped for rural interviewing areas. 


All census tracts and enumeration areas were numbered, and a 
table of random numbers was used to select both census tracts 
and enumeration areas in which interviewing was to take place. 


Within each census tract or enumeration area, all blocks were 
numbered and, again using a table of random numbers, four - two 
primary and two secondary - interviewing blocks were selected. 
Secondary blocks were used only when the appropriate primary 
block failed to yield the required number of interviews. 


Detailed maps of the selected census tract or enumeration area 
were prepared for the interviewers. On each map primary and 
secondary blocks were indicated and colour coded. For each 
selected primary and secondary block, the starting position was 
marked as well as the direction the interviewer was to take in 
travelling door to door. It should be noted that starting 
points and the direction of travel were rotated from block to 
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block throughout the study in order to reduce bias, if any, toa 
minimum. For any one selected block, a total of eight starting 
paints and travel directions were possible. 


- Interviewers were instructed to obtain five completed interviews 
from each primary block selected. 


-~ Once a household was contacted, the interviewer took a census of 
all household.members 18 years of age and over. The Trohldahl- 
Carter Grid (see Appendix E) was used to select the individual 
to be interviewed in each chosen household. No other member of 
a selected household could be substituted. This method of sam- 
ple selection effectively eliminates interviewer bias and pro- 
duces as representative a final sample of the population as 
possible. 


— In the cases where the selected respondent was not available at 
the time of original household contact, the interviewer was in- 
structed to call back at least two more times before selecting 
another residence in which to interview. 


- Subject to normal constraints of time and budget, such a sample 
will have characteristics that are very close to those of the 
population from which it was drawn. However, all personal in- 
terview, sample-based surveys conducted in-home by the private 
sector tend to under-represent the segment of the population 
living in apartment buildings because security doors, guards, 
doormen, and other restrictions make it almost impossible for 
interviewers with no official status to gain access to a build- 
ing and canvass door-to-door as they would on a residential 
street. 


Thorough briefings were held with the selected interviewers during 
which they familiarized themselves with the questionnaire, its admini- 
stration, and sample selection procedures. During the actual conduct of 
the fieldwork between October 11 and October 31, 1978, head office field 
supervisory staff were in close contact with interviewers throughout the 
province. . 


Accurate records of all interviewing attempts that did not result 
in an interview were kept so that a disposition of the sample could be 
compiled (see Appendix F). The single most frequently mentioned reason 
for non-completion was that either nobody was at home after three calls 
or the specified respondent was out after three calls. 


A total of 972 interviews were completed throughout the six econo- 
mic regions as follows: Eastern Ontario, 139; Hamilton peninsula, ASSES 
Metro Toronto, 262; Southwest Ontario, 114; Central/Bruce, 211; and 
Northwest Ontario 59. 
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When the fieldwork was done, completed interviews were returned to 
head office for editing, coding, and tabulation. Categories for open- 
ended responses were developed, and questionnaires were checked for com- 
pleteness and adherence to skip patterns. All data were keypunched onto 
IBM data cards (100 per cent verified), the cards were machine edited 
and corrected, and the results were tabulated. The tabulation plan, de- 
veloped in consultation with the Commission, consists in a series of 
economic, demographic, and Occupational cross-tabulations of each ques-— 
tion posed to each respondent. 


While the sample was designed to be proportional to the population 
by region, Northwest Ontario was under-represented when the final re- 
turns were tallied. For this reason, a weighting factor - calculated as 
85/59 = 1.439 - was introduced to reflect the proper population profile 
of that region. A weight of 1.0 was applied to each other region. This 
brought the Northwest region's effective representation to 85 people and 
the effective total sample up to 998. 


After the detailed statistical tables were produced, each one table 
was reviewed with particular attention to the consensus that emerged as 
well as divergences in opinion that became apparent. Data considered to 
be of significant interest or of major importance were compiled into 
summary tables for analysis. The resultant Summary tables were then 
grouped by subject matter. A draft report, together with the detailed 
Statistical tables, was then reviewed by both the Commission and the 
consultants prior to the preparation of this final report. 


RESPONDENTS" HISTORY AND CURRENT STATUS 


Although the primary purpose of this Study was to determine the 
respondents' attitudes towards and plans for post-retirement income, 
valuable insight was gained into the pattern of employment of the popu- 
lation of Ontario 18 years of age and over. 


In order to ascertain the respondents' current labour-force status, 
certain definitions were established by the Commission. The "unemployed" 
were defined as those who were "currently out of work but actively look- 
ing for work." A person was considered to be "retired" if less than 50 
per cent of total income were paid from employment, and if pension in- 
come other than a disability pension were being received. In addition, 
respondents were classified as currently working or currently not work- 
ing. They were considered in the labour force if they were currently 
working (self-employed; employed by another person, company, or organi- 
zation; or employed by any level of government); unemployed; laid off or 
on strike; or on vacation or ill. Respondents were defined as not in 
the labour force if they were currently retired; a homemaker; a full- 
time student; or in some other non-working unspecified situation. 
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The demographic distribution of respondents was compared to that of 
the 1976 census population and/or to the labour force. In many caseS a 
direct comparison was difficult because of the differences in definition 
between the study and those used by Statistics Canada. For example, 
Statistics Canada places post office workers in the general category of 
"transportation and communications" in the Standard Industrial Classifi- 
cation (SIC) and the Unemployment Insurance Commission in "finance, in- 
surance, and real estate," while respondents classed themselves in the 
broader category of government employees. However, in those areas where 
differences in definition were non-existent or marginal, the study 
closely reflects the make-up of the Ontario adult population as shown in 
the 1976 census (Table 1). 


Table 1 
Composition of the Ontario Adult Population by Age Group and Sex, Survey 
Sample and 1976 Census 
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Survey 1976 
sample census 
Total adult population 998 5,705,886 
Age group (Per cent) 
18-34 32.4 41.5 
35-54 34.4 33.3 
55 and over B32 2562 
Sex 
Male 50.6 49.0 
Female 49.4 51.0 


Source Question 21. 


The differences in age composition between the survey population 
and that of the 1976 census reflect the difficulty in locating and in- 
terviewing young, mainly single, independent members of society. This 
situation usually results in under-representation of young adults (Table 
Zaye 


Table 2 


Marital Status of Ontario Adult Population, Survey Sample and 1976 
Census 


a a a is el i ee 


Survey 1976 
sample census 
(Per cent) 
Marital status 
Never married LO 2022 
Married WANE 68.2 
Separated 3.4 2.8 
Divorced Poe 1.9 
Widowed Sov 6.9 


Source Question 22. 


28 


Using the definitions previously described, the employment status 
of our 998 respondents is shown in Table 3. 


Table 3 
Employment Status of Survey Sample Population 


——— ee SS SR ee wort eg, 
Number Per cent 
In the labour force 


Employed 505 50 
Unemployed 35 4 
Laid off/on strike 15 2 
On vacation/ill 9 1 
Total 564_ 57- 
Not in the labour force 
Retired 165 Ale 
Students 33 3 
Homemakers 216 yal 
Other pels is 
Total 433 43 
Did not state status 1 - 


Total 998 100 
rr EL eee 
Sou 


ree Questions la, b, g. 


Of the 564 respondents who stated that they were in the labour force, 61 
or 11 per cent were self-employed; 348 or 62 per cent were employed by 
Others in the private sector; and 92 or 16 per cent were employed in the 
public sector. Of the 505 respondents who were currently working, 427 or 
85 per cent were employed full time, compared with Statistics Canada's 
estimate of 86 per cent for those 15 years of age and over; 77 or 15 per 
cent were part-time workers, compared with Statistics Canada's figure of 
14 per cent for those 15 years of age and over. The unemployed (35) ac- 
counted for 6 per cent of those in the labour force, and those temporar- 
ily not working because they were laid off, on strike, on vacation, or 
ill (24) accounted for 4 per cent of the labour force. Roughly two- 
thirds of the labour force was male. However, unemployment was evenly 
divided between male (51 per cent) and female (49 per cent), reflecting 
a higher than average rate of unemployment among women (Table 4). 


On average, respondents reported 1.6 wage-earners per family. The 
only notable pattern was that the higher the total family income, the 
greater the number of wage-earners per family. For example, at an an- 
nual income of $20,000 or more, the number of wage-earners per family 
was 1.9. 


On average, the women remain unemployed longer than men, the dura- 
tion of their periods of joblessness averaging 11.9 months compared with 
5.1 months unemployed for men (Question 1j). Although the average dura- 
tion of unemployment is 8.5 months, it should be noted that almost half 
of the unemployed had been without work for less than four months, the 
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average being 1.5 months. This seeming anomaly is probably due to the 5 
respondents who appeared to be chronically unemployed, averaging 19 
months of joblessness. 


Table 4 
Labour Force Status of Survey Sample Population, by Age Group and Sex 


loyed Unemployed Total 
(Number) (Per cent) (Number) (Per cent) (Number) (Per cent) 
Age group 
18-34 188 33 18 3 206 36 
35-54 240 44 idk 2 25. 46 
55 and 
over 99 7 5 iL 104 18 
Sex 
Male Bok 62 18 4 369 66 
Female 176 Bi) iy) 3 193 34 
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Source Questions la, b, g. 


Labour Force Mobility 


Almost all those interviewed (91.1 per cent) reported that they had 
been employed at one time. Only 88 stated that they had never worked. 
The lower the annual family income, the lower the incidence that some 
members ever had gainful employment (Question 3a). On average, those 
who reported a work history entered the labour force at 20 years Of age. 
Low-income respondents entered the labour force at an average age Ob 
years, while those with higher incomes delayed entry until age 20 or 2l. 


Table 5 represents the respondents’ reported work history at one 
point in time, including those respondents who had just entered the la= 
bour force and some who had completed their work experience. The aver- 
age respondent had held 3.2 jobs and experienced a hiatus between these 
jobs of 8.6 months. The hiatus between jobs, on average, appeared rather 
lengthy, amounting to almost three-quarters of a year. However, this 
was caused by the relatively high incidence of respondents who left the 
labour force for an extended period of time before they came back into 
the job market and started looking for work. It would appear that the 
more jobs a person had held, the less likely they were to leave their 
current job. This excludes a small segment of the labour force that was 
extremely mobile. The majority (83 per cent) who left their jobs and 
did not leave the labour force found work within one month. The inci- 
dence of people leaving the labour force appears to have decreased over 
time, from almost one-third of respondents leaving after their first job 
to one-fifth of respondents leaving after their sixth job. 


When job mobility patterns are viewed on the basis of the sex of 
the respondent a number of significant differences between the male and 
female segments of the labour force can be observed (Table 6). Women 
appear to be far more likely than men to leave the labour force after 
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their first job. However, a relatively high percentage of these women 
later re-entered the labour force (61 per cent or 28.4 per cent as a 
percentage of 46.8 per cent). Women left the labour force at this stage 
in their career development primarily to undertake homemaker and child- 
Care activities. Later on in their Careers, the incidence of women leav- 
ing the labour force declined, but over a period of six jobs the rate 
for women continued to be Substantially higher than that for men. The 
result of these phenomena is that women spend about three times longer 
than men between jobs, they tend to keep their jobs for shorter periods 
of time, and the ratio of women to men in the labour force decreases 
over time from 47 per cent women at the first job level to 30 per cent 
at the sixth job level. 


Table 7 illustrates the job mobility of respondents who have held 
at least one job by age group. Those aged 18 to 34 appear to take less 
time to find a new job than do older people and are considerably more 
mobile; their average length of time in any one job is lower than the 
average for older respondents. In general, approximately the same per- 
centage of young people as others left the labour force when they left 
their previous employment. However, aS was to be expected, a higher 
percentage of younger workers re-entered the labour force after each 
hiatus. 


Job Mobility and Pension Benefits 


In order to ascertain the opportunity for respondents to receive 
pension benefits from past as well as present or most recent employees, 
data were collected on the number of employers respondents had worked 
for, the number of employers who offered a pension plan, the incidence 
of the respondents' eligibility to join available plans, the incidence 
of the respondents' joining such plans, the incidence of their withdraw- 
ing contributions to these plans upon termination of employment, and the 
incidence of their receiving a pension from current and past employers. 
In total, the 998 respondents worked for an average of 3.3 employers, 
for a total of 2,800 employers. Of these, 175 were self-employers and 
2,604 or 93 per cent were employers of other people. These 2,800 em- 
ployers provided jobs for 910 respondents (88 stated that they had never 
held a job) for an average of 6.1 years per employer, and 91 per cent 
employed these respondents full time (Question 4). 


The data in Table 8 show the incidence of employers who provided 
the opportunity for an employee to receive a company pension. It should 
be noted that only 26 per cent of all previous employers provided a pen- 
sion plan for employees, whereas 54 per cent of the present and most re- 
cent employers offered this benefit. The 2,800 employers were to pro- 
vide 431 pensions; however, the majority of these pensions (302 or 70 
per cent) will be derived from the present or most recent employer. Not 
Only did fewer previous employers offer a pension plan, but also fewer 
employees of their enterprises were eligible to join, presumably because 
of age or tenure. However, when an employee was eligible to join a plan, 
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94 per cent of both past and present job-holders participated. The 
stated incidence of non-contributory pensions was very low at 5.5 per 
cent of all pensions offered. 


Table 8 
Incidence of Employers Offering Pension Benefits 


ee 


Present 
or most All 
recent previous 
Total loyer loyers 
Number of employers 2,800 910 1,890 


(Number) (Per cent) (Number) (Per cent) (Number) (Per cent) 
Employer had/has 


pension plan 989 35.3 492 54.1 497 2633 
Employee eligible 

to join plan 836 2929 445 48.9 391 20.7 
Employee was/is 

member of plan 790 232 419 46.0 371 1G) 
Employee contributed 

to plan 743 26000 391 43.0 352 18.6 
Employee did not 

contribute to plan 4l i a) 24 250 7, fe, 


Employee will receive 

a pension from 

contributory plan 206 7.4 90 359 116 6.1 
Employee will receive 

a pension from non- 

contributory plan 28 1.0 23 Pass 5 a8) 
Employee is no longer 

with employer will 

receive pension 234 8.4 igs; 12.4 21 6.4 
Employee is still 

with employer will 


receive pension 178 6.4 178 19.6 - - 
Employee withdrew 
contributions 238 8.5 56 G22 182 9.6 


Employee not permit-— 

ted to withdraw 

contributions 136 4.9 53 Sets) 83 4.4 
Employee withdrew 

contributions will 


get pension 19 7) Jat 2 8 4 
Total employers 
offering a pension 431 15.4 302 3362 129 6.8 


Source Question 4. 


Upon termination of employment, 47.4 per cent of pension plan mem- 
bers withdrew their contributions; of these, 56.7 per cent spent their 
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refund and did not save or invest the funds for future benefits. How- 
ever, between 50 and 60 per cent of those pension plan members who left 
an employer were to receive a future benefit, either through savings and 
investments or company pensions, including those who stated they would 
receive a pension and those who withdrew pension contributions but saved 
or invested the money. Of those employees who were members of a pension 
plan with previous employers, 34.8 per cent expect to receive a pension, 
compared with 72 per cent pension of the recipients currently or most 
recently employed who were members of a plan. 


The incidence of RRSPs among professional respondents (21.9 per 
cent) was double that of the survey group (11.9 per cent). This is ob- 
viously a direct reflection of the higher-than-average income of the 
professionals. This ratio also holds for management. These groups are 
also more likely to receive a pension than are other occupational groups 
in the sample except for skilled labourers. Table 9 illustrates the 
comparative likelihood that those employed in specific industries will 
receive a pension and/or invest in an RRSP. Data include currently re- 
tired respondents. It is obvious that the likelihood of having either a 
pension or an RRSP was lower in wholesale or retail trade than in any 
other industries in this sample. 


Table 9 
Likelihood of Receiving a Pension and/or Investing in an RRSP, by 
Employees in Specific Industries ~ 


i 


Incidence 
in Likelihood of 
sample Pension RRSP 
(Per cent) 
Agriculture 3.5 = 100 Si 109 
Forestry 1.2 = 100 16/7 100 
Fishing and trapping - = = 
Mines, quarries, oil wells 1.9 = 100 242 26 
Manufacturing industries 22.3 = 100 126 94 
Construction industry 4.0 = 100 qe} 135 
Transportation, storage, and communications 647 =<L00n 2s 93 
Wholesale trade ; 2.5 = 100 48 36 
Retail trade 13.5 = 100 48 79 
Finance, insurance, and real estate 4.8 = 100 83 90 
Communications, business, and personal 
service industries 16.7 = 100 68 aR ES 
Government, all levels 16.6 = 100 158 £23 
Self-employed 2.8 = 100 32 136 
Other 2.4 = 100 38 79 


Those respondents with higher incomes are more likely to have post- 
secondary education, to own an RRSP, and to receive a company pension 
(Question 28). For example, upon examination of total family income we 
found that 62.7 per cent of all RRSP-owning families earned in excess of 
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$15,000 annually. Over half (53.8 per cent) of them stated they would 
receive a pension in excess of $15,000 annually (Question 29). 


ATTITUDES TOWARDS GOVERNMENT AND RELATED RETIREMENT INCOMES 


In order to determine attitudes towards government retirement ben- 
efits and knowledge of the administration and funding of public money, 
respondents were asked early in the questionnaire what sources of re- 
tirement income they expected to have when they retired. Those relating 
directly to government sources are examined in this section. 


As is shown in Table 10, roughly 85 per cent of respondents expect 
income from the Canada Pension Plan (CPP) and Old Age Security (OAS) 
pensions. With 17.2 per cent not anticipating benefits from OAS, which 
is universal, and a total of 19.1 per cent anticipating benefits from 


Table 10 


Proportion of Respondents Who Expect to Receive Retirement Income from 
Various Government Programs 


Number of respondents 998 
(Per cent) 
CPP 35.9 
OAS 82.8 
GIS a0 
GAINS 8.8 
Welfare ve 


Source Question 2a. 


the Guaranteed Income Supplement (GIS), the Ontario Guaranteed Annual 
Income System (GAINS), and welfare, it would appear that knowledge of 
the intent of these programs and the segments of society for which they 
were put in place were not too clear in the minds of our respondents. 


Respondents were then asked if the income they expected would stem 
from their own contributions, their spouse's contributions, or if they 
both expected to contribute (Table 11). It is obvious that some respon- 
dents considered tax payments as a form of contribution from their fami- 
lies to be used to provide government income assistance. But, except for 
the CPP, none of the programs is a direct contributory scheme. Perhaps 
some respondents were confused either by the question or by the 
terminology. 


Currently working respondents were then asked if they were contrib- 
uting to the CPP. The self-employed were isolated from other currently 
working respondents to determine what proportion of this group contrib- 
utes to the CPP in comparison with those employed by others (Table 12). 
Although their incidence of contribution is high, the percentage of 
self-employed contributing falls below the average for those employed by 


37 


others. Both the 7.1 ver cent of those employed by others and the 23 
per cent of the self-employed respondents who did not contribute be- 
lieved they were ineligible. Only 2 respondents - both male, 1 young (18 
to 34) and 1 older (55 and over), both married and both self- employed - 
said they had never given the matter any thought. 


Table 1l 
Sources of Contributions to Various Government Programs 


ee aE EES SSR ERE SESE SEP TENNESSEE REI 


Own Spouse's Both 
contributions contributions contributions 
(Per cent) 
CPP 5913 Toes 25.4 
OAS 54ae5 12 e2 Seis 
GIS 50.7 15<5 3363 
GAINS 64.1 Ans). 312 
Welfare 1549) 2560 - 


Source Questions 2b, c, d. 


Table 12 
Proportion of Those Currently Working Who Contribute to CPP, Employees 
and Self-employed 


| Self-employed All employees 


Number of respondents 61 505 
(Per cent) 
Contribute J 30 90.9 
Do not contribute 2330 Tk 
Do not know/Not applicable S15 250 


Source Question le. 


In order to ascertain general public knowledge of the current maxi- 
mum CPP monthly payment to a single person retiring this year, respon- 
dents were asked to estimate this amount, with no suggestion of the 
range of possible amounts from the interviewer (Table 13). For ease of 
analysis, the interviewer placed the answer given by the respondent into 
ranges from less than $100 to more than $300. Of all respondents, 74 per 
cent either did not know or incorrectly estimated the payment; among 
retired people, 59.5 per cent either did not know or estimated 
incorrectly. 


Respondents were then told the exact current amount of the CPP ben- 
efit ($194.44) and asked if they thought it was too high, about right, 
or too low (Table 14). The majority of respondents thought the payment 
was too low. However, a surprising 41.8 per cent of retired people 
thought this payment was about right, or 1.5 times as many retired re- 
spondents gave this opinion as other respondents in the total sample. 
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Table 13 


Respondents" Knowledge of Maximum CPP Payment to a Single Person Retir- 
ing in 1978 


ee ee 


Total Retired 
Number of respondents 998 165 
(Per cent) 
Identified range 
Correctly 26.0 40.5 
Incorrectly 22.9 12 
Did not know Sol: 47.4 


Source Question 8a. 


Table 14 
Respondents' Opinion of Current Maximum Payment to a Single Person 


ee oe ree ee ee ee ee 
Total Retired 


Number of respondents 998 165 
(Per cent) 
Benefit payment is 
Too high 8 io 
About right 27.0 41.8 
Too low 62.4 43.8 
Did not know/No answer 9.8 12.6 


Source Question 8b. 


Respondents were also asked if they would be prepared to contribute 
more to the CPP in order to receive higher benefits at age 65 (Table 15). 
Of the 570 respondents who said they would be willing to contribute more 
to the CPP, 17.2 per cent were retired, 5 per cent were unemployed, 19.3 
per cent were currently not in the labour force, 34.4 per cent were be- 
tween the ages of 18 and 54, 35 per cent lived in cities of 500,000 or 
more, and 71 per cent were not married. Of the 291 respondents who would 
not be willing to increase their contributions, 13.1 per cent were re- 
tired, and 28.2 per cent were not in the labour force. However, well 
over half of those interviewed stated a willingness to increase their 
CPP contributions, indicating a possible range of between 52.7 and 63 
per cent of current CPP contributors who would like to contribute more 
to receive more. As the respondent was given no idea of what these in- 
creases would be or how much CPP pensions would increase, this finding 
should be considered directional only. 


Currently, those people who elect to retire before age 65 do not 
receive CPP and OAS benefits until their sixty-fifth birthday. Respon- 
dents were asked if people who elected to retire early should receive 
these benefits before the age of 65 and, if they did receive benefits 
prior to 65, whether they should receive the same amount as that paid to 
people 65 or over (Table 16). In general, respondents favoured CPP/OAS 
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benefits being paid immediately upon retirement and preferred a lower 
amount for those younger than 65. The retired were very slightly aac 
not significantly more in favour of this proposition than the average 
respondent. Assuming that the "Did not know" and "Did not state” re- 
spondents would align themselves in the same proportion as those who did 
express an opinion, approximately 60 per cent of all respondents would 
be in favour of an immediate pension but a lower payment for those who 
retired before age 65. 


Table 15 
Incidence of Willingness to Pay Higher Contributions to CPP 


a 


Number of respondents 998 
(Per cent) 
Willing to pay higher CPP contributions 
Yes 57el 
No 29.1 
Did not know/No answer 1538 


ee ee ee Oe eee ee 


Source Question 8g. 


Table 16 
Respondents' Attitudes towards Payment of CPP and OAS Benefits to Early 
Retirees 


Number of respondents 998 
(Per cent) 
Benefits should be withheld until 65 36.4 
Benefits should be paid immediately upon 
retirement 5328 
Did not know/Did not state 9.9 


Payment should be equal to amount paid to 


age 65 retirees 36.0 
Benefits should be an amount less than that 

paid to age 65 retirees 49.8 
Did not know/Did not state 14.2 


Source Questions 9a, b. 


Respondents were then asked if they agreed or disagreed with the 
current practice of paying CPP benefits to those over the age of 65 who 
were still working (Table 17). The majority of respondents agreed that 
this practice should be continued. 


Respondents were also asked if child-raising years should be elimi- 
nated from CPP pension calculations in order that the CPP benefit for 
those who drop out of the labour force to raise children would not be 
negatively affected (Question 11). The majority of respondents (69.7 per 
cent) agreed with this proposition, with females (72.9 per cent) being 
significantly more in favour of the idea than males (66.4 per cent), and 
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younger people aged 18 to 34 (78.7 per cent) more in favour than the 35 
to 55 and over age groups (65.3 per cent). 


Table 17 


Respondents" Attitude towards Workers over 65 Years of Age Receiving CPP 
Benefits 


eS, 9 
Numbe 998 


r Of respondents 


Workers over 65 should receive CPP (Per cent) 
Agree 6971 
Disagree 25.3 
Did not know/No answer 5.6 


Source Question 10. 


The proposition was also put to the respondents that homemakers and 
adults not currently in the labour force should be allowed to contribute 
to the CPP (Table 18). While 7 out of 10 respondents agreed with these 
propositions, currently married respondents (70.5 per cent) were more in 
favour of homemakers contributing than were those who were widowed, sep- 
arated, or divorced (63.4 per cent). The retired were less in agreement 
with these propositions than others Currently not in the labour force. 


Table 18 
Respondents" Attitude towards Homemakers and Adults Not in the Labour 
Force Contributing to CPP 


TS EAS Sane ae a a ara 
Adults not in 


Homemakers the labour force 
OTK CES thE Labour force 
Number of respondents 998 


(Per cent) 
Should be allowed to contribute 
to CPP 
Agree 73.9 69.4 
Disagree 19.4 20:21 
Did not know/No answer 627. LOSS 


Source Questions 12, 13. 


To determine respondents' attitudes towards the CPP more fully, the 
present funding method (cross-generation) and a proposed generation 
self-funding method were explained to those interviewed. Once the in- 
terviewer was sure they understood the difference in principle, they 
were asked what method they would prefer (Table 19). 


If the respondents who did not state an Opinion were removed from 
the calculations, approximately 55 per cent of those who did answer pre- 
fer generation self-funding and, of these, 78.7 per cent stated they 
would be willing to increase their CPP contributions in order to pay for 
their own retirement benefits. However, it should be pointed out that 
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this 78.7 per cent represents only 43.1 per cent of all respondents 
asked the question on funding (Table 20). 


Table 19 
Preferred Method of Funding CPP Benefits 


Number of respondents 998 
(Per cent) 
Preferred funding method 
Cross-generation 38.6 
Generation self 47.1 
Did not know/No answer 1 Ak 


Source Question 14a 


Table 20 
Respondents Who Prefer Generation Self-funding Willingness to Increase 
CPP Contribution 


Number of respondents 470 
(Per cent) 
CPP contribution should be increased 
Yes oat 
No . TZ 
Did not know/No answer 9e2 


Source Question 14b. 


In order to determine the perceived adequacy of current government 
benefit programs to retired people over the age of 65 with no other in- 
come, respondents were asked to give their estimates of the minimum 
monthly income required by today's standards for one person and a couple 
in this category (Question 17a). Respondents mentioned incomes ranging 
from under $200 per month to over $1,500 per month. However, the aver- 
age required incomes reported of $517 for one person and $786 for two 
are considerably higher than payments under the current government as- 
sistance programs. There are indications that the residents of major 
urban areas believed that more income is required for a single person 
($549) than do residents of smaller centres (average $504). Males feel 
more is required ($541) than females ($490). Those currently married 
($527), civil servants ($562), those currently earning over $15,000 per 
annum ($547), university graduates ($546), and respondents who have 
RRSPs ($565) all estimated more than the average income. These same 
groups of respondents thought that a retired married couple required 
more income than the $746 average income reported. 


Respondents were then informed of the current maximum incomes pro- 
vided through government programs ($310.75 per month to a single 65- 
year-old retired person and $621.50 per month to a married couple in the 
same category). Additional benefits such as free OHIP and free drugs 
were also mentioned as part of the total program. Given this informa- 


42 


tion, respondents were asked if these programs should pay more and, if 
So, how much more (Table 21). Of the 63.9 per cent of respondents who 
thought the payments should be increased, the average increases sug- 
gested were $223 for a single retired person and $246 for a retired 
couple. Males, however, wanted a $270 increase to a married couple and 
those never married thought a $287 increase was in order. 


Table 21 
Respondents" Attitude towards Adequacy of Government Retirement Income 
Programs 


a ee, OTe iat 
N 998 


umber of respondents 


(Per cent) 
Should pay more 
Yes 63.9 
No 2783 
Did not know/No answer Bao 


Source Questions 17b, c. 


Next, the respondents were asked if they agreed or disagreed with 
the proposition that retirement income from government or employer pen- 
Sion programs should provide not only for a person's current needs but 
also allow for an accumulation of assets to pass on to the next genera- 
tion (Table 22). If the uncommitted responses were removed from Table 
22, 72.5 per cent would disagree that government incomes should allow 
for the accumulation of assets as stated previously, and 64.4 per cent 
would disagree that company pensions should allow for accumulation. Re- 
Spondents were slightly more in favour of accumulation from company pen- 
Sions. Of those who agreed with accumulation, most were younger and 
never married. 


Table 22 
Attitudes towards Assisted Accumulation of Assets 


$$$ 


Government Company 
nsions nsions 
Number of respondents 998 
(Per cent) 
Pensions should allow asset 
accumulation 
Agree 24.8 2969 
Disagree 65.3 56.4 
Did not know/No answer 10.0 3 ou, 


Source Question 18a. 


A general question regarding increasing of government assistance to 
people over the age of 65 was asked of all respondents (Table 23). 
Three-quarters or 76.6 per cent of respondents agreed that such assist- 
ance should be increased and the majority of them believed that this 
assistance should be in the form of more money. 
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Table 23 
Respondents' Attitude towards Government Assistance to Those over 65 
Years of Age 


Number of respondents 998 
(Per cent) 

Government should increase assistance 76.6 
Government should not increase assistance 14.8 
Did not know/No answer 8.7 

Total number preferring increase 764 
Assistance should be more money to buy goods CPS) 
Assistance should be more subsidized services 36.9 
Assistance should be both 3.0 
Did not know/No answer Si, 


Source Question 18b. 


Along with income benefits related to government, respondents were 
informed that the current Human Rights Code provides protection to work- 
ers between age 40 and 65 years from firing for reasons of age and were 
asked if this Code should be amended to provide the same protection to 
workers over age 65 (Table 24). 


Table 24 
Respondents' Attitude towards Amendment of Human Rights Code to Protect 
Workers over the Age of 65 


Number of respondents 998 
(Per cent) 
Code should be amended 60.1 
Code should not be amended 30.9 
Did not know/No answer 9.0 


Source Questions l6a, b, c. 


More than half of the respondents thought the Code should be 
amended and, when asked if a new upper age limit should be set, 77.7 per 
cent of those saying the Code should be amended did not want an upper 
age limit. Of those who wished a new upper limit, 70 was the most 
frequently mentioned age with the average being 68 years of age. 


A statement was read to the respondents explaining what "indexing" 
was and pointing out that full indexing increases pension costs. No es- 
timate of increased costs was given. Respondents were then asked if they 
believed that the CPP and OAS pensions should be indexed and, if they 
agreed with indexing, if they would prefer to pay the increased cost 
through general taxation or through increased contributions. Those who 
did not agree with full indexing were asked if they would agree that 
some part or some percentage of these pensions should be indexed. 
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Table 25 
Respondents' Attitudes towards Indexed Government Pensions 


CPP OAS 
Number of respondents 998 
(Per cent) 

Pensions should be totally indexed and paid 

through general taxes SJel 60.4 
Pensions should be totally indexed and paid 

through increased contributions 13.9 Ly, 
Pensions should be totally indexed, but 

respondents did not know how to fund Tel 6.5 
Pensions should be totally indexed, but not 

funded by either taxation or contributions Ge5 Bae 
Total 84.7 84.9 
Pensions should be partially indexed Ie3 16 
Pensions should have a percentage increase 2. Jaa 
Did not know if any form of indexing or 

increase should be provided 10.6 1023 
Do not want any form of indexing or 

percentage increase De 2a 


Source Questions 19a, b, c, d, e. 


From Table 25 it is apparent that there was a definite desire among 
respondents to have these benefits fully indexed, but the preference to 
have the increased cost paid through general taxation would suggest that 
there is some confusion about the administration of these pensions. It 
May be that there is an "“asked-first" bias, as these findings contradict 
results from other similar questions. 


PROVISIONS FOR AND ATTITUDES TOWARDS VOLUNTARY RETIREMENT INCOME 


In order to compare respondents' expectations of retirement incomes 
and the actual ways in which they were saving or investing to provide 
income in retirement, all respondents were asked: "What sources of re- 
tirement income do you (did you) expect to have when you retire(d)?" In 
total, nineteen specific ways in which a person could save or invest (or 
earn or inherit) money to provide for retirement income were read to the 
respondent. In addition, for each source of expected income, respondents 
were asked if they or their spouse, or both, had made contributions. The 
eight most mentioned sources, excluding government related sources, are 
shown in Table 26. 


The single most frequently mentioned source of retirement income 


was a personally owned home (average 65.5 per cent). This as a source 
of income has many possibilities; for example, the retired might live 
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rent-free, sell the home upon retirement, or rent part or all of their 
home to provide income. More than half the respondents expected to save 
money for retirement, and an additional 30.4 per cent stated that they 
expected income from investments. As has been shown elsewhere, expecta- 
tions rise as annual incomes rise. In general, the expectations of the 
35 to 54 age group were marginally higher than those of younger or older 
people (Table 27). The 35 to 54 age group were counting on a personally 
owned home as the single largest investment they have. 


Table 26 
Sources of Expected Retirement Income, by Total Family Income 


a  ——————— 


Total family income 
Under $6,000- $10,000—- $14,000- $20,000 


$6,000 $9,999 $13,999 $19,999 or more Average 


(Per cent) 

Company employee 

pension 1952 36.9 52 eo 58.0 61.6 bie 
Insurance company 

annuities 10.9 Gee) iy) 20S INS, Zee 3 
RRSPs oe 4.3 oe, 26.9 41.9 200 
Savings 393 49.2 61.6 60.1 1320 ew AY, 
Investment income 10.9 20.2 DAS 36.6 54.7 3839 
Post-retirement 

employment 2.6 Sy Ae, 720 L625 22.9 Iso 
Inheritance 2.6 5.4 6.4 6.6 Isai 10.5 
Personally owned 

home 5226 46.4 59.8 10e3 URS Oo 
“Source Questions 2a, b, c, d. 

Table 27 

Sources of Expected Retirement Income by Age Group 

Age grou 
18-34 35-54 55 and over Average 
(Per cent) 

Company employee pension 50.3 54.8 48.4 oney. 
Insurance company 

annuities 27.4 25.0 ies Zi 
RRSP Dts L 3301 IRs S: 2658 
Savings 625.5 62.4 61.0 ol .9 
Investment income Socal 42.9 34.4 Boe 
Post-retirement employment 19.5 15.4 6.0 1356 
Inheritance lies vA 1250 Sie! Oss 
Personally owned home 5S. / USS: 64.1 65—9 


Source Questions 2a, b, c, d. 


Table 28 shows the expected retirement income from eight sources by 
contributor and by sex. Males decidedly expected income from their own 
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contributions, with savings and a personally owned home partially as a 
result of both spouses contributing; females expected the majority of 
their retirement income from both spouses' contributions. 


Table 28 
Sources of Contributors' Expected Retirement Income by Sex 


Contributions 
Male Female Total 
Own Spouse Both Average Own Spouse Both Average average 

Company DO. OM eee S064 4 Dea AGSE #688 S57, Bere seo 
plan 
Annuities Jadles¥) 26 2.4 24.8 ALO) ee Paine) a7 273 
RRSPs 2360 8 4.6 30.5 630° S26" YO7> “2179 ae 622 
Savings SE 04 2401764. 7 FES IG" 1153270" 5950maRG Io 
Invest- 

ments 27.4 oo) 13.1) 4381 Vol Ose ly al 334.0 50.9 
Job in 

retire- 

ment Dee 4 Sec Ons 330 5053, OmeAo legl sk) Ose ls.6 
Inheri- 

tance Sse) - Ap Gum b)Z SstheeeedcA Pied. 5 telO pate tL 0 SS 
Home PAY 18 31,3" 6429 9.0 LO Sle 44 0 66s = 0525 


source Questions 2a, b, c,. d. 


Examination of these expected sources by "never marrieds" and "mar- 
rieds" revealed some interesting differences (Table 29). The never mar- 
rieds, mostly younger people, did not expect to own their own home to 
the same extent as those now married and have higher expectations of in- 
heritance - again a reflection of age. 


Table 29 
Expected Sources of Retirement Income of Marrieds and Never Married 


-_-__O 


Never Married Married 

Number of respondents 137 710 
(Per cent) 

Company employer pension 48.4 Sor 
Insurance company annuities 3053 20a 
RRSPs 4.4 4.7 
Savings 52.9 64.6 
Investment income 42.3 4i2 
Post-retirement employment 16.0 15.4 
Inheritance Oe? 10.0 
Personally owned home 39.0 T2299 


Source Questions 2a, b, c, d. 
When expectations were broken down by employment status, very few 


differences were found between self-employed and employed by another, 
with exception of anticipated company pensions (Table 30). 
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Table 30 
Sources of Expected Retirement Income, by Employment Status 


Not in the 
In the labour force labour force Average 
Self-employed Employed Unemployed Retired Others 
(Per cent) 

Company plan 16.4 59.6 ET SZ Sd AS Naame 4S as Dee 
Annuities 2353 2563 oak 1H RS oman Bo 8 PAL ASS) 
RRSPs 38.3 32.4 hans. TU mae Ae) Aree 
Savings 6363 6255 TOs 58.0 64.0 61.9 
Investments 5353 42.3 32.6 35 OMe oGe 38.9 
Job in 

retirement 27 16.8 25a7 3.0ee eee ee los6 
Inheritance A AY, EVSZ Ae, 5 Le Se reSS Oe 
Home 70.0 68.0 58.6 55.0) 169.6 65.5 


Source Question 2. 


The high incidence of self-employed expecting incomes from volun- 
tary contributions reflects the lack of planned pension incomes for this 
group. But again, all segments planned on owning their own home. 


Later on in the questionnaire, respondents were asked how they were 
actually saving for retirement income (Table 31). 


Table 31 
Ways in Which Respondents Are Now Saving for Retirement(a) 


Insurance Personally 
company owned 
annuities RRSPs_ Savings Investments _ home 
(Per cent) 
In the labour force 
Self-employed 27.0 Sheicds) 61.5 46.7 75.4 
Employee 20.9 il 60.8 56.2 63.0 
Unemployed ZOE e 22.9 SWANS: 2240 34.4 
Not in the 
labour force 
Retired 7.9 ihe es fay re BOa2 Ges 
Others itre2 13.6 46.9 26.7 56.9 


Average Loe PANS 57.4 See 59.4 
a Company employer pension is not included because it was not listed as 


a way Of saving in this question and was explored in detail 
elsewhere. 


source Question 2e to j. 
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As expected, a personally owned home was very high on the list of 
ways to save except among Currently unemployed, but even the unemployed 
were saving directly for their retirement to a larger extent than indi- 
rectly through investments. 


When these five sources of retirement income were compared, some 
differences emerged (Table 32). In some instances, expectations exceeded 
reality. For example, expectations among the unemployed were high (70.1 
per cent), but only 57.3 per cent were actually saving. On the other 
hand, more self-employed were Saving for a home than were reported ex- 
pecting income from this source. Basically, the retired appeared to 
have been somewhat disappointed in their expectations, as were those not 
now in the labour force, except for their own home and Savings. Those 
who were not now saving for retirement reported, on the whole, that they 
just did not have income available to put aside because there were de- 
mands on their money. 


Table 32 
Comparison of Expected and Saved for Retirement Income 


(SS ee. 2 ee 6. oe, ee 


Not in the 
In the labour force labour force 
Self-employed Employee Unemployed Retired Others 
(Per cent) 
Insurance company 
annuities 
Expect 2355 2550 20.7 POSITS T9T0 
Saving for Zi a0 20.9 PAS es | Tiehs eg & a 
RRSPs 
Expect 3343 32.4 31.5 L069 7 24,0 
Saving for 30.5 ied) 22.9 1S%3. B36 
Savings 
Expect 63.5 62.5 yO. a 58.0 64.0 
Saving for 62a 60.8 ay ets: 61.3; 349.9 
Investments 
Expect 53.3 42.3 B2.e 65.0 sac6.20 
Saving for 46.7 3622 22.9 S052 » 82637 
Personally owned 
home 
Expect 70.0 68.0 58.6 HD s6aLe09S0 
Saving for 75.4 63.0 34.4 6i53 .2656.9 


Source Questions 2e to j. 
Some questions were asked respondents about "locking-in," "vesting, 


and withdrawal of pension contributions in employer pension plans. The 
basic question was what should be done with contributions when contrib- 
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uting and/or non-contributing employees leave an employer before retire- 
ment age. Respondents were asked whether employees should be required 
to leave any portion of contributions in the plan and whether employers 
should be required to leave any portion of their contributions in the 
plan at that time (Table 33). 


Respondents were slightly more inclined to require employers to 
leave contributions in the plans than were employees. However, they 
were evenly split on employees" contributions. Those respondents who 
stated that they would receive a pension (347) were more in favour of 
leaving employee contributions in the company pension plan (56...6>.perE 
cent) than were other segments of the sample (average 49.3 per cent). 
Self-employed respondents were much less likely to favour this approach 
(34.5 per cent) than other respondents, perhaps because there are fewer 
pension plans open to them. The self-employed were less likely to fa- 
vour leaving employers' contributions in pension plans (43.4 per cent) 
than the average respondent (58.4 per cent), while those who were to 
receive a pension were significantly more in favour of this proposition 
(68.8 per cent) than the average respondent (58.4 per cent). 


Table 33 
Attitudes towards Leaving Employee and/or Employer Contributions in 
Company Pension Plans 


Employee's Employer's 
contributions contributions 
Number of respondents 998 998 
(Per cent) 
Contributions should be left in plan 
Yes 49.4 58.4 
No 48.6 38.6 
Did not know/No answer 2.0 Be0 


Source Questions 5a, 6a. 


Of those who agreed that some portion of the contributions should 
be left in the pension plan, the average amount was approximately 75 per 
cent for both employee and employer contributions (Table 34). Those 
respondents who had never been married advocated leaving less of the 
employee's contributions in the pension plan (61.1 per cent) than the 
average, and those who were to receive a pension wished considerably 
more retained in the plan (80.5 per cent) than the average. The next 
question asked, if some portion of the contributions should remain in 
the plan, whether the age at which the employee left the company should 
be a criterion (Table 35). The majority (68.4 per cent) did not feel 
that age should be considered, once the principle of leaving a portion 
of an employee's contributions in the pension plan was established. 
Those who felt age should be a criterion said that, on average, an em- 
ployee should be at least 45 years of age at severance before being re- 
quired to leave a portion of contributions in that company's pension 
plan. An even higher percentage of respondents (72.8 per cent) did not 
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feel age should be taken into consideration when leaving a portion of 
the employer's contributions in a pension plan, if an employee left be- 
fore retirement; 19.1 per cent who felt that age should be considered 
thought the employee should be at least 46 years of age. 


Table 34 
Proportion of Contributions to be Retained by Those Who Agreed 
Contributions Should Remain in the Plan 


Employee's Employer's 
contributions contributions 
Number of respondents 492 583 
(Per cent) 
Amount that should be left 
25 per cent 14.2 10.8 
50 per cent 24.9 256) 
75 per cent ed, 4.0 
100 per cent SPs 59.0 
Did not know/Not applicable S40) assis 
Average 74.7 18S) 


Source Questions 5b, 6b. 


Table 35 
Age as a Criterion of Leaving Contributions in Company Pension Plans, by 
Respondents Who State that Contributions Should Be Left in Plan 


Employee's Employer's 
contributions contributions 
Number of respondents 492 583 
(Per cent) 
Age should be a criterion 
No 68.4 WARS 
Yes 24.4 LBS el 
Did not know/Not applicable Vee 8.1 
Average age given by those (Years) 
stating age should be a criterion 45.1 46.4 


Source Questions 5c, 6c. 


Next, respondents were asked if the number of years the employee 
had worked for the company should be a qualifier (Table 36). Again most 
(63.7 per cent for employee's contributions, and 60.5 per cent for em- 
ployer's contributions) did not consider length of service to be a nec- 
essary criterion. The self-employed were slightly more emphatic than 
the average respondent about applying length of service conditions to 
employee's contributions; 71.4 per cent said the requirement should 
apply no matter how long the employee had worked for the company. Those 
who believed length of service should be a factor in the decision to re- 
tain employee contributions or not had an average tenure with a company 
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of 11.7 years; when considering employer contributions, their tenure was 
10.8 years. 


Table 36 

Length of Service as a Criterion of Leaving Contributions in Company 
Pension Plan, by Respondents Who Agreed that Contributions Should Be 
Left in Plan 


Employee's Employer's 
contributions contributions 
Number of respondents 492 583 
(Per cent) 
Length of service should be a criterion 
No Goa) 60.5 
Yes Ore) sey: 
Did not know/Not applicable 128 6.3 
Average service of those stating that (Years ) 
length of service should be a criterion Beha, 105s 


Source Questions 5d, 6d. 


Exploring this area still further, respondents were queried about the 
idea that employees should be allowed to withdraw an employer's contri- 
butions from a plan even if the employees themselves did not contribute 
(Table 37). 


Table 37 


Respondents' Attitudes towards Employees Withdrawing Employer's Contri- 
butions from a Non-Contributory Pension Plan 


Number of respondents 998 
(Per cent) 
Employees should be allowed to withdraw 
Yes 38.8 
No 49.8 
Did not know/No answer 11.4 


Source Question 7a. 


Here we saw a Slight reversal. The majority (approximately 50 per 
cent) did not see this as a viable situation, and 11.4 per cent would 
not venture an opinion. Of those who thought that employees should be 
allowed to withdraw employers' contributions from non-contributory 
plans, the average acceptable withdrawal was nearly 80 per cent of 
contributions (Table 38). 


When asked, as in the previous question, if age should be a factor, 
most respondents who thought employees should be allowed to withdraw did 
not think that age upon leaving the company should be considered (Table 
39). Of those who thought age should be a factor, 49 was considered the 
average age considered appropriate. 
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Table 38 
Proportion of Withdrawable Contributions from a Non-Contributory Plan, 
by Those Stating that They Should Be Allowed to Withdraw 


TLE LD Seana er eee 
N 


umber of respondents 387 
(Per cent) 
Amount of withdrawable contribution 
25 per cent 134 
50 per cent 2602 
75 per cent Sal 
100 per cent 58.8 
Did not know/No answer 4.5 
Average a ah 


Semen eee —————— eee 
Source Question 7b. 


Table 39 


Age as a Criterion of Employees Being Allowed to Withdraw from a Non- 
Contributory Pension Plan 


Number of respondents 387 

(Per cent) 
Age should be a criterion 

Yes LS 

No 82.0 

Did not know/No answer 57 
(Years) 

Average age specified 48.6 


Source Question 7c. 


Length of service in this situation was also not thought to be a 
necessary criterion for withdrawal of employees contributions. However, 
those who thought length of service should be considered stated that the 
employee should have worked for the company an average of three years 
(Table 40). 


Respondents were asked specifically about current and past owner- 
Ship of RRSPs (Table 41). As with other voluntary savings and/or in- 
vestments, self-employed respondents reported a greater incidence of 
RRSP ownership than the average respondent. 


In Table 42 ownership of RRSPs is shown by age, sex, and income. 
More males than females, more respondents with higher incomes, and more 
respondents from the 35 to 54 age group reported ownership of RRSPs. 
These respondents also owned slightly more RRSPs than the average re- 
spondent. As with other savings and investments, the amount of discre- 
tionary income was directly related to financial planning. 
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Table 40 
Length of Service as a Criterion of Employees Being Allowed to Withdraw 
Contributions from a Non-Contributory Pension Plan 


ace EL Se 


Number of respondents 387 

(Per cent) 
Length of service is a criterion 

Yes 26.5 

No 67.9 

Did not know/Not applicable 5.6 
(Years) 

Average length of service specified 2-6 


Source Question 7d. 


Table 41 
Incidence of RRSP Ownership by Employment Status 


I ne EEE SESnInEnEDIEEaNanST==aIiEIIE EEE 


Average 
Have number of 
RRSPs Did have RRSPs 
now RRSPS owned 
(Per cent) 
In the labour force . 
Self-employed 40.1 Se) 126 
Employed by another PEM SHS 1.4 
Unemployed Neier 38 1.6 
Not in the labour force 
Retired 2 a 6.2 eG 
All Others 15.6 i i 
Average 2200 Sid) 5 


Source Questions 2e, f, g, h, i. 


Those respondents who reported RRSP ownership were asked if they 
had, in addition to RRSP investments, an employer pension plan, a de- 
ferred profit-sharing plan, or a Registered Retirement Investment Fund 
(RRIF) (Table 43). The incidence of RRIF ownership was unexpectedly 
high, as this plan has only recently become available. Perhaps there 
was some confusion with the terminology as other registered income funds 
obtainable from financial institutions or insurance companies might have 
been mistakenly identified as RRIFs. 


Respondents with current or past RRSPs were asked what they planned 
to use (or did use) the money for (Table 44). For easier analysis, re- 
sponses to this question were calculated out of the total number of 
RRSPs owned; that is, 248 respondents owned a total of 358 RRSPs over 
time. In total, 80.1 per cent of the RRSPs will be used or were being 
used for retirement purposes. More men than women reported the main use 
was for retirement, as did more respondents in the 35 to 54 age group. 
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Table 42 
Incidence of RRSP Ownership, by Age Group, Sex, and Income 


—————— eee 


Average 
Have Did number of 
RRSPs have RRSPs 
now RRSPs Owned 
(Per cent) 
Age group 
18 - 34 w5s6 250 hip fs 
35 -— 54 30.4 4.8 JLisad e 
55 + TOSS 4.5 1.4 
Male 25.6 aaah L6G 
Female LOaz2 Jigs is 
Income 
Under $6,000 Los 2.6 0 
6,000-9, 999 5.4 3.9 aids 
10,000-13,999 ASS 37) 4.2 eek 
14,000-19,999 PALA 8 4.8 Ihe 
20,000 and over 34.4 4.5 70 
Average 22<0 oy) SAIS: 


Source Question 2. 


Table 43 
Incidence of Ownership of Other Plans in Addition to RRSPs 


Number of respondents owning RRSPs 248 
(Per cent) 

Have an employer pension plan 5175 

Have a deferred profit-sharing plan 8.2 


Have a registered retirement investment fund 6.9 


Source Question 2i. 


As with government related incomes and pensions, respondents were 
asked about total and partial indexing of pensions for federal and pro- 
vincial politicians, civil servants, and employers (Table 45). Respon- 
dents were more in favour of total indexing than any other proposition 
put forward in this area. However, the preference for paying for index- 
ing through general taxation was at variance with attitudes stated by 
these respondents in other areas. An "asked-first" bias is possible and 
should be taken into consideration when assessing the data. 


It is evident that respondents were more in favour of totally in- 


dexing pensions that are perceived to benefit private-sector employees 
rather than those benefitting public-sector employees. Almost 2 out of 
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every 10 respondents did not want elected politicians to receive any 
form of pension indexing or increase. Younger respondents (18 to 34) 
and those in larger population centres were more in favour of indexing 
federal MP pensions than were others. Older respondents (55 and over) 
and those in semi-rural or rural areas were more opposed to indexing 
these pensions than were the retired respondents. As far as provincial 
MPP pensions were concerned, more rural residents and more older people 
were again opposed to total indexing, while people in larger cities and 
those who had never been married were slightly more in favour compared 
with the average response. Indexing of both federal and provincial 
civil service pensions was not favoured as much by those widowed, di- 
vorced, or separated; by those earning under $6,000 per year; or by re- 
tired respondents. 


Table 44 
Expected Use of RRSPs by Age Group, Sex, and Income 


Use all Use all Did 
1Ke) a for Use not 
Total retire- other for state 
RRSPs ment u es both use 
Number of RRSPs 358 286 33 26 12 
(Per cent) (Number ) 
Age group 
18 -34 19 lemme i 9) 9 rr 3 
35 -54 51 55 13 10 4 
55 + 30 29 Pl 5 7 
Male 64 64 Zk 16 9 
Female 36 36 12 10 3 
Income 
Under $6,000 it ik l: - = 
6, 000-9 ,999 3 2 3 af - 
10 ,000-13,999 5 4 2 2 uF 
14,000-19,999 aS 14 6 3 3 
20,000 and over 52 56 1 aE 2 
In labour force 
Self-employed Lz 13 5 2 = 
Employed by another 56 56 i. 16 " 
Unemployed 3 4 1 = - 
Not in labour force 
Retired 14 i 6 4 3 
All others mS LS 4 4 2 


Total planned/actual 
use Of RRSP 100.0 80.1 9.3 hes Suh 
Source Question 2h. 
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Company or employer pensions should be totally indexed as far as 
the majority (74.6 per cent) of respondents was concerned. The self- 
employed were not as much in favour as those employed by others (64.8 
vis-a-vis 76.8 per cent), but this was a direct reflection of the low 
incidence of employer or company pensions among these respondents. Civil 
Servants were also not as favourably disposed towards this proposition 
(69.6 per cent) as was the majority of respondents. 


Table 45 
Respondents' Attitudes towards Total and Partial Indexing of Specific 
Types of Pensions 


Federal Provincial Civil 
MPs MPPs servants loyers 
Number of respondents 998 
(Per cent) 
Pensions should be totally 
indexed and paid for 
through general taxes 24.2 24.4 36.6 41.9 
Pensions should be totally 
indexed and paid for through 
increased contributions 956 O37 12.4 16.4 
Pensions should be totally 
indexed, but did not know 
how to fund Dou Dae To 226 
Pensions should be totally 
indexed, but not funded through 
taxation or increased 


contributions 6.5 6.4 8.2 8.6 
Total in favour of total 
indexing 45.4 45.7 64.2 1425 


Pensions should be partially 
indexed TOs? 10.6 553 sez 


Pensions should have per- 
centage increase 3.6 3.6 263 2 


Did not know if any form of 
indexing or increase should 
be provided 20.4 2022 J heya Ese 


Did not want any form of indexing 


Or percentage increase 1b ad) LO. 7 LO 5.9 


Source Questions 19 a, e. 


When it came to paying for the increased cost of fully indexing 
federal MPs pensions, 24.2 per cent of respondents wished this cost to 
be assessed through general taxation, 9.6 per cent through increased 
contributions from contributors, 5.1 per cent did not know how to pay 
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the cost, and 6.5 per cent wanted these pensions fully indexed but not 
through the two alternatives given. Similar attitudes prevailed towards 
provincial MPPs pensions. However, respondents were more inclined to 
pay for civil servants' and employers' pensions through increased con- 
tributions (12.4 and 16.4 per cent, respectively). Fewer respondents 
wanted partial indexing for these types of pensions than for those of 
MPs, and fewer respondents did not want any form of indexing or increase 
applied to civil servant and employer pensions (5.9 per cent). 


Males seemed more likely to want all fully indexed pensions paid 
for through general taxation than did females, and younger people were 
more in favour of this form of assessment than older people. Respond- 
ents' level of education did not appear to influence this preference, 
but income did. As income increased, willingness to fund all types of 
pensions through general taxes also increased. Age was also a factor in 
respondents' willingness to pay for full indexing through increased con- 
tributions. The older the respondents the less willing they were to pre- 
fer this way Of meeting increased costs. Widowed, divorced, and sep- 
arated respondents were less likely to want to increase contribution 
than those currently married, possibly because they have reduced in- 
comes. Again, the higher the income, the higher the preference for pay- 
ing through increased contributions, and those who stated they would re- 
ceive a pension were less in favour of this alternative than were those 
who would not. 


Of the 447 respondents who stated that they were to receive an em 
ployer pension, a surprising 36.3 per cent stated that they wished to 
receive more information about their pension (Question 20c, d). Of 
these, the most frequently mentioned desired information was how and 
where pension fund money was invested and how much pension would they 
receive. Closely following these questions was the stated desire for 
all available information on pensions. Retired respondents stated the 
most important information was the exact amount of pension they would 
receive. 


PROFILE OF RETIRED RESPONDENTS 


In view of the fact that the Commission defined the retired as 
those who receive less than 50 per cent of their total income from paid 
employment and who are in receipt of a pension other than for a disabil- 
ity, it was thought that this segment of the sample should be analyzed 
in isolation to provide a clearer picture of "profiles" of retired re- 
spondents. Therefore, this section presents detailed research findings 
as they relate to retirees only, and any meaningful comparisons with 
other segments of the sample are discussed in the summary. 


In total, 165 respondents in the survey qualified as retired, 99 of 


whom were male and 66 were female. Only 3 were under 55 years of age. 
About 30 per cent were from cities with a population of 500,000 or over; 
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31 per cent were from smaller cities of 100,000 to 419,999; 16 per cent 
were from centres of 10,000 to 99,999; and 23 per cent were from centres 
of 10,000 population and under and rural areas. Most (67 per cent) were 
now married. Excluding 44 respondents who did not state their income , 
the average total personal income was $6,900 per year; and, on average, 
these respondents had been retired 7.5 years. Females tended to have 
been retired longer than males - average 10.1 years compared with 6 
years — and the widowed, separated, and divorced an average of 11.4 
years. On average, those with lower incomes had been retired longer than 
those with higher incomes (at under $6,000 annual income, the average 
length of retirement was 9 years and at $20,000 and over 5.5 years). 
Those with lower levels of education had been retired longer than the 
average (8.2 years to 7.5 years), and those who were not receiving a 
company pension longer (9.1 years) than those who were (5.5 years). 


Retired respondents were asked what sources of retirement income 
from government and related areas they had expected (Table 46). 


Table 46 
Retirees' Expected Sources of Retirement Income from 
Government Programs 


Number of respondents 165 

(Per cent) 
CPP 74.0 
OAS 5057 
GIS 1s. 
GAINS 10.8 


Source Question 2a. 


It should be noted that the GIS and GAINS expectations were proba- 
bly inflated by actual receipt of benefits, as the number of GIS payouts 
is double the sample expectation of receipts and the GAINS payouts are 2 
percentage points higher than the expectations. 


Expected sources of voluntary retirement incomes show that the 
retired had lower expectations in all cases than the survey averages 
(Table 47). 


The next question asked respondents to state the contributor to 
these expected incomes (Table 48). Both partners contributed to a per- 
sonally owned home and savings, while CPP, OAS, employer pensions, and 
investment income derived mainly from a respondent's own contributions. 


As with other respondents, the retired were asked to report their 
working history, starting with the age they first entered the labour 
force, the number of jobs held, the length of time in each job, the 
length of time between jobs, and the reasons for these hiatuses in their 
working careers. Of the 165 retired respondents, 9 stated that they had 
never worked and the 156 who had worked gave an average age upon enter- 
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ing the work force of 21. The average number of jobs reported was 3.34 
per retired respondent (Table 49). 


Table 47 
Retirees' Expected Sources of Retirement Income from Non-government 
Programs 


nnn n nn nee EEE aSESUEERESSEnESSEEE ENED ESEDSSSSEEESEEEEEE 


Number of respondents 165 
(Per cent) 
Company/employer pensions 59 
Insurance company annuities 10.9 
RRSPs 2052 
Savings 58.0 
Investment income BoeU 
Personally owned home 55.8 


Source Question 2. 


Table 48 
Sources of Contributions to Retirees' Expected Incomes 


Own Spouse's Both 
(Per cent) 

CPP 55-0 IS) US, 
OAS 49.2 G29 1352 
GIS 950 8 3.0 
GAINS 5.4 a2 -6 
Company/Employer pension 40.8 9233 LZ 
Insurance company annuities 29 2.4 = 
RRSPs des 3 1.8 
Savings 32.0 4.2 17.6 
Investment income 2055 4.2 8.5 
Personally owned home 2259 4.2 27.5 


Source Questions 2b, c, d. 


The average number of jobs held by the retired people in our sample 
is only slightly higher (3.34) than the average (3.25). Note, however, 
that by the end of the sixth job, 91 per cent of the respondents had 
left the labour force for good. At the 10-job level, only 2 currently 
retired respondents were still in the labour force. The time between 
jobs also decreased significantly from job to job, with respondents 
taking a fair length of time between jobs 2 and 3, and 3 and 4. 


Employer history and opportunity to take advantage of a pension 
plan was broken down by number of employers, not by any demographic 
criteria; therefore, there was no opportunity to examine the retired 
respondents' answers (Questions 4b to n). From Question 2}, we were 
able to ascertain that no one had a deferred profit-sharing plan, l 
person had a RRIF, and 18 people had an employer pension in addition to 
an RRSP. Only 18 per cent of retired people reported current or previous 
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ownership of RRSPs, and these 30 people reported Owning an average of 
1.6 RRSPs. When asked to what purpose these RRSP benefits were to be 
used, 73.5 per cent of RRSP-owning respondents said all was being used 
for retirement, 12.2 per cent stated they were using the money for other 


purposes, and 8.2 per cent were spending partly on retirement and partly 
for other purposes. 


Table 49 


Incidence of Job Mobility among Retired Respondents Who Held at Least 
One Job 


Number of respondents LSo> ila 89 oY Sy Zo 
(Per cent) 
Did not leave job _ = s a} Zz 2 
Left job 
Did not leave labour force 
Did not find work S 2 a ze 4 os 


Found work immediately 529 5UCO Ai BOs Ox 48623200 
Found work after one month 
or more Vet LOLS. Agere. 5) LIS xO 
Left labour force 
Returned to work 12.9% 16.77 12.49) 1 2esel e160 
Did not return to work 26.5 21.9 36.0 38.6 728.6. 4450 
Cumulative total leaving 
labour force 26.5 ~42.6° "63.2 T7HPAPES3ZE9NIINO 
(Years) 
Average duration of all jobs DP 20.1805 90 as CORPO.) tp ela oo 
Average length of time between jobs .600 239280 J7 290, a6 326° 55/20 


Source Questions 3c-e, 4a. 


Respondents were also asked in what way or ways they had saved for 
their retirement (Table 50). Although only 10.9 per cent of these re- 
spondents stated that they expected to have RRSP benefits, in actual 
fact 13.3 per cent had invested in these plans. While 58 per cent ex- 
pected to have savings available, 61.3 per cent actually had saved funds 
for use in retirement; and while 55.8 per cent expected to own their own 
home, 61.3 per cent were in their own home. Some 35 per cent of the re- 
tired expected to invest for future benefits but actual investment was 
reported by only 30.2 per cent of them. However, it is interesting to 
note that this generation did, in fact, make an effort to provide for 
themselves in their old age, basically through savings and buying a 
house. Only 26 people or 15.7 per cent of the retired respondents stated 
that they had not put money aside for retirement purposes. The most 
frequently mentioned reason for not saving was that they had "no money 
available to save." The next most mentioned reason (19.2 per cent) was 
that there were too many other priorities (Question 2k). 
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Table 50 
Retirees' Methods of Saving for Retirement 


Number of respondents OD 
(Per cent) 
Government annuities Oe 
Union pensions Beet: 
Insurance company annuities ies, 
RRSPs 1333 
Credit union annuities ee 
Savings 61.3 
Investments 3052 
Personally owned home 61.3 
Other 2.4 
Did not save lei) 


Source Question 2 


Respondents' answers to questions about the rights of employees to 
withdraw contributions from pension plans, whether contributory or non- 
contributory, and also about plans that would require both employee and 
employer to leave all or part of their contributions in the pension 
funds when the employee left the company before the age of retirement 
are shown in Tables 51 and 52. 


Table 51 
Retirees' Attitudes towards Leaving Contributions 
in Pension Plan 


Number of respondents 165 
(Per cent) 
Contributions should be left in plan 
Yes 5 lkeub 
No 43.2 
Did not know/No answer beth 


Source Questions 5a-d. 


Table 52 
Proportion of Contributions that Should Be Left in Pension 
Plan 


Number of respondents 84 
(Per cent) 
Proportion of contributions that 
should be left 


25 per cent tS. 0 
50 per cent 15.4 
75 per cent 346 
100 per cent 64.5 
Average that should be left 40.4 


Source Questions 5a-d. 
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Half of the retired believed that some portion of an employee's pension 
contributions should be left in the plan and, on average, 40.4 per cent 
was the amount that respondents believed should be left. 


When asked if this condition should apply no matter at what age the 
employee left the company, 68 per cent of respondents replied that age 
Should not be a criterion; 21.3 per cent thought that age should be con- 
Sidered and thought the average age should be 63.8 years, a figure that 
is much higher than the average of 45.1 years given by the total sample. 
Respondents were also asked if employees should be required to leave a 
portion of their contributions in the plan no matter how long they had 
worked for the company. Retired people stated the employee should have 
worked for the company for at least 11.1 years. The same questions were 
asked about employers' contributions to a pension plan on behalf of the 
employee (Table 53). Respondents on the whole felt that a portion of 
the employer's contributions should be left in the plan, no matter how 
old or long-service the employee. 


Table 53 
Retirees' Criteria for Employers Leaving Contributions in 
Company Plan 


Number of respondents 165 
(Per cent) 
Employer should leave contribution 
in plan 
Yes 59.6 
No 3540 
Average that should be left in plan 80.3 
Age should be a criterion 
No 1055 
Yes 13.3 


Average age when employee leaves 
company at which condition 


should apply 44.3 years 
Length of service should be a criterion 
No 62.4 
Yes 26.4 
Average number of years employee 
should have worked for company oes 


Source Questions 6a-d. 


In answer to the next question - whether the employee should have 
the right to withdraw contributions made by the employer when the em- 
ployee had not contributed to the plan —- 37.8 per cent of the respond- 
ents said that the employee should be allowed to withdraw at least 78.5 
per cent of the contribution, 80.8 per cent of those who felt they 
should be allowed to withdraw felt this condition should apply no matter 


63 


at what age the employee left the company. Those who felt age should be 
a criterion said the employee should be at least 47 years of age; 69.6 
per cent of respondents thought this condition should apply no matter 
how long the employee had worked for the company, but 19.2 per cent be- 
lieved that length of service should be a criterion and that the em- 
ployee should have worked for the company at least 2.5 years (Questions 
Ja-d). 


Retired people, when asked what they thought the current maximum 
CPP payment to a single person per month was, displayed more knowledge 
than the average respondent in the sample: 40.5 per cent correctly 
identified that range as being between $100 to $199 per month; and 27.4 
per cent incorrectly estimated the amount (Questions 8a,b). They were 
asked if they thought that the actual benefit of $194.44 was too high, 
about right, or too low. Surprisingly, 41.8 per cent of the retired 
thought this payment was about right; 43.8 per cent thought it was too 
low; and 1.8 per cent thought it was too high. 


The next question asked these retired people if their needs for in- 
come for their own consumption had increased, decreased, or remained the 
same Since they retired (Table 54). 


Table 54 
Post-Retirement Income Needs 


Number of respondents 165 
(Per cent) 
Income needs 
Increased 62.8 
Decreased 6.1 
Remained the same 30.5 
Did not know/No answer 6 


Source Question 8c. 


Those who replied that their income needs had increased or de- 
creased were asked what was the major factor that caused their needs to 
change (Question 8d). Those who stated their income needs had decreased 
gave "clothing needs are less" (60 per cent), "car expenses are less" 
(10 per cent), and the remaining 30 per cent either did not know exactly 
why or did not state. Those who stated their income needs had increased 
gave “inflation and the cost of living" as the major factor (97.1 per 
cent). Respondents who stated that inflation or the rise in cost of 
living had affected their standard of living claimed that they "now had 
to scrimp on everything" (35.6 per cent), "food cost more" (24.3 per 
cent), and it was "difficult to maintain pre-retirement standards" (22.3 
per cent) as the major ways in which their way of life had been affected 
(Question 8c). 


On the average, 94 respondents stated they were receiving 68.4 per 
cent of their pre-retirement income (Question 8f). Most of those who 
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were receiving over half of their pre-retirement income were male, and 
59.2 per cent of the retired respondents would have been prepared to pay 
higher contributions to the CPP in order to receive higher benefits at 
age 65 (Question 8g). 


The next questions explored various aspects of CPP and OAS pro- 
grams. The first question asked respondents if they believed a person 
who elected to retire early (prior to age 65) should receive benefits 
immediately upon retirement or at age 65. Respondents were also asked 
if the pensions were paid upon retirement whether the amount should be 
equal to that paid a person 65 years of age or less (Table 55). 


Table 55 
Retirees' Attitudes towards Payment of OAS and CPP to Those 
Who Retire Early 


Number of respondents 165 
(Per cent) 
Paid immediately 54.0 
Withheld until age 65 SWis 
Amount equal to age 65 retirement’ 36.2 
Amount less than to an age 65 
retirement 51.0 


Source Question 9a, b. 


At present, workers who continue to work after the age of 65 re- 
ceive CPP benefits while still at work; 63.8 per cent of retired re- 
spondents agreed that this was appropriate, while 27.8 per cent disa- 
greed (Question 10). As did other respondents, the retired believed 
that benefits should be paid immediately upon retirement but that they 
should be lower than those paid to a person who retired at age 65. 


Table 56 
Retirees' Attitudes towards Dropout Provision in CPP Calculations 


Number of respondents 165 
(Per cent) 
Child-raising years should be dropped 
Disagreed strongly 16.9 
Disagreed somewhat et 
Agreed somewhat 3203 
Agreed strongly 290 
Did not know/No answer pale 
Weighted average based on a range of 0-100 +59.4 


Source Question 1l. 


The next question proposed that workers who left the labour force 
to raise children up to the age of 7 years should be allowed to drop 
these child-raising years from pension calculations in order not to de- 
crease eventual pension benefits (Table 56). 
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To the next proposition - "Do you agree or disagree with the pro- 
posal that homemakers should be able to contribute to the CPP?" - 63.5 
per cent of respondents agreed with this proposal, while 21.5 per cent 
disagreed (Question 12). Respondents were also asked if they agreed or 
disagreed with the proposal that adults who are not in the labour force 
should be able to contribute to the CPP; 61.7 per cent agreed, and 23.5 
per cent disagreed (Question 13). 


Two alternate methods of funding the CPP were then explained to re- 
spondents: cross-generation funding, where the workers of today pay for 
the benefits received by those retired; and generation self-funding 
where each generation fully pays for their own benefits in retirement. 
Respondents were asked which of the two methods they would have pre- 
ferred (Table 57). Those who preferred generation self-funding were 
asked if they would have been willing to increase their CPP contribu- 
tions in order to pay fully for their retirement pension from this plan 
(Question 14b); 84.3 per cent of the 70 respondents who preferred gener- 
ation self-funding said they would have been willing to contribute more. 


Table 57 
Retirees' Preferences for Funding Methods 


Number of respondents 165 
(Per cent) 
Cross-generation funding 32.0 
Generation self-funding 50.2 
Did not know/No answer 17 2 


Source Question 14a. 


At this point in the questionnaire, respondents were asked if they 
thought they should have retired earlier, later, or at the age they did. 
Then they were asked at what age they now thought they should have re- 
tired and were asked to give reasons for their decisions (Table 58); 
56.2 per cent said they were satisfied that retiring when they did was 
the right decision, 16.9 per cent said they should have retired earlier, 
and 19 per cent said later. Respondents who said they planned to retire 
at a specific age did not change their minds to a significant degree: 26 
per cent stated that they did retire prior to age 60, while 39 per cent 
thought they should have retired prior to that age. In the 61-64 age 
group, more people retired (31 per cent) than stated they should have 
retired in this group (9 per cent). Fewer people retired at age 65 (27 
per cent) than stated they should have (43 per cent). From these re- 
sponses, we might conclude that a considerable group of retired respond- 
ents now think they should have continued working until age 65 in order 
to maximize benefits. 


The respondents' reasons for retiring or continuing to work centred 
mainly around their health and financial position. While a few (4.2 per 
cent) found the working responsibility becoming too onerous, a large 
percentage (16.9 per cent) thought people should work as long as they 
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enjoyed good health and were able to cope with the job, as their finan- 
cial position would be much better. ‘Those who thought they should have 
retired earlier felt they would have enjoyed their retirement more (5.1 
per cent) and would have had better health in retirement (3.0 per cent). 


Table 58 
Retirees' Evaluation of Their Decision to Retire, by Age Group(a) 


Planned to Should have 


retire retired 
Number of respondents 155 Lis 
(Per cent) 
Age group 
Under 50 3 3 
Sie Sate. 8 16 
56 — 60 15 20 
61 — 64 Sul 9 
65 ZT 43 
66 — 70 8 8 
71 and over 2 8 
Did not plan to retire 6 - 


a Those who did not state actual retirement age or did not state at 
Which age they should have retired have been removed from sample. 


Source Questions 15 a-e. 


Respondents were asked what factors would have affected their 
choice of retirement age if the choice to retire at a particular time 
had been entirely up to them (Table 59). Again, health and financial 
position were the most important factors in choosing to retire. 


Table 59 
Factors that Would Have Influenced Retirees' Decision to Retire 


Number of respondents 165 
(Per cent) 
State of health 80.0 
Financial position 66.8 
Level of other activities Foe3 
Marital status 18.4 
Responsibility to dependents 2550 
Job interest/Involvement 24.8 


Source Question 15f. 


Later on in the questionnaire, these respondents were given a list 
of factors that might be of concern to them in retirement and asked to 
rate their degree of concern for each mentioned, ranging from very con- 
cerned to not at all concerned (Table 60). The ability to remain in 
their own home and their own personal health were sources of great con- 
cern, aS was death or illness of spouse. 
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Table 60 
Factors of Concern to Retirees 


Degree of concern 
Very Fairly Not too Not at all 


Number of respondents 165 
(Per cent) 

Ability to remain in own home 53.6e5 LO. 10.6 4.2 
Health ATES "25.0 13.0 SoU 
Remaining independent 50.2 19.6 rs. 2 5.4 
Death of family members/Friends 39.6 28.6 15.4 4.8 
Remaining active/Not bored 49.3 18.4 Te 6.7 
Financial position 44.5 21.1 16.3 T38 
Remaining in contact with children 45.4 18.4 10.2 i333 
Death/Illness of spouse DO. eu ark 11.8 
Loneliness Leelee loes S260 15.4 


Source Questions 20e 


Respondents were queried in some detail about existing or proposed 
legislation concerning the right to work and their perceptions of mini- 
mum incomes needed for retired persons. They were informed that current 
Human Rights legislation in Ontario protects workers from dismissal for 
reasons of age between the ages of 40 and 65 and asked if they believed 
that the existing Human Rights Code should be amended to protect the 
rights of workers over the age of 65 and if so, if a new upper age limit 
should be set (Question 16). Responses indicated that 53.2 per cent of 
retired respondents thought the Code should be amended and, of these, 
82.9 per cent thought there should be no new upper age limit; 15 people 
who thought there should be a new upper limit specified an average age 
of 68.7 years. 


Without telling respondents the currently available government ben- 
efits package for people over the age of 65 with no other income, the 
question was asked: "By today's standards, what do you feel is the min- 
imum monthly income that would be adequate for 1 person over the age of 
65, living alone, and a couple in the same circumstances?" (Question 
l7a). The retired responded that an average of $536 per month would be 
adequate for a single person and an average of $798 per month adequate 
for a couple. These estimates were slightly higher than the averages 
set by the total sample. 


Respondents were then informed of the actual maximum benefits 
available - $310.75 to a single person, $621.50 to a couple monthly - 
and asked if they thought these programs should pay more and, if so, how 
much more (Questions 17b, c). Of those who responded, 60.1 per cent 
thought the programs should be increased and by an average of $237 to a 
Single person and $249 to a couple per month. Again, these were margin- 
ally above the estimations of the total sample. In addition, 72.5 per 
cent of respondents thought that government assistance to persons over 
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the age of 65 should be increased, and that this increase should be in 
the form of more money (63 per cent) (Questions 18b, c). 


Agreement or disagreement was solicited for the proposal that an 
income from government and employer pensions should not only provide for 
a person's current needs but allow for an accumulation of assets to pass 
On to the next generation. Only 19.3 per cent of retired respondents 
agreed that government pensions should provide for savings, and only 
26.6 per cent agreed that employer pensions should allow for this capa- 
bility (Question 18a). 


The principle of indexing pensions was explained to the respondents 
as was the fact that indexing would increase the cost of maintaining 
these pension funds to provide for increases in the cost of living. Re- 
spondents were then asked, for specific pensions, what form of indexing 
should be provided and how should the increased costs be met (Table 61). 
It was obvious that respondents were in favour of total indexing for the 
CPP, OAS, and to a lesser extent civil servant and employer pensions. 
However, federal and provincial politicians' pensions would not be in- 
dexed by the majority of respondents; at least one-quarter of the re- 
tired respondents did not want the politicians to have any pension in- 
creases tied to the cost of living. 


The next question concerned membership in employer pensions and 
the information received or desired about them (Table 62). The 21.3 per 
cent of respondents who wished to receive more information about their 
company pension represented 17 retired people out of the 165 in the sam 
ple. This low level of interest could be a result of general lack of 
interest on the part of the respondents about how pensions are adminis- 
tered or the low percentage of now retireds who receive a pension; the 
information available might also be adequate for their purposes. The 
segment that wished to receive more pension information is 15 per cent 
lower than that in the total sample. 


Demographic Characteristics 


On average, retired respondents were 68.4 years of age; 60 per cent 
were male and 40 per cent female; 66.5 per cent were now married, 5.4 
per cent had never married, and 26.8 per cent were widowed; and 61.3 per 
cent lived in single wage-earner homes, with 24.8 per cent in two wage- 
earner homes. Of our retired sample, 85.2 per cent lived in a single 
family home, 87.9 per cent stated that they owned or were purchasing 
their home, and 10.3 per cent lived in rented accommodation; 78.8 per 
cent of the retired stated their highest level of schooling as secondary 
or less, and 8.4 per cent had a university education. Average total 
family income annually was $10,274. 


The majority of the retirees in the sample were in clerical, 


skilled labour, or unskilled labour groups (64.1 per cent), and 19.3 per 
cent of the survey sample were in professional or managerial occupa- 
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tions; 20.9 per cent worked in manufacturing and 13.7 per cent in com- 
munity, business, or personal services; 21 per cent worked for the pub- 
lic service, including the armed forces. 


Table 61 
Retirees' Attitudes towards Total and Partial Indexing of Specific 
Pensions 


Fed- Provin- 
eral cial (Galialds Employers' 
CPP O:.S MPS MPPs servants _ plans 
Number of respondents Oo 
(Per cent) 


Pensions should be totally 

indexed and paid through 

general taxation 55h Ome Camm eS 31 34 
Pensions should be totally 

indexed and paid through 

increased contributions Ly eer eS 5 12 16 
Pensions should be totally 

indexed but did not know 

how to fund Titi i 5 8 7 
Pensions should be totally 

indexed but not funded by 

either taxation or 


contributions a glared Aula (/ 8 2, 7 
Total in favour of fully 
indexed pensions 81 84 37 36 56 64 


Pensions should be partially 
indexed 1 epee Pare AD) ce M8) 8 5 


Pensions should have a 
percentage increase provided 1 1 - - a in 


Did not know if any form of 
indexing or increase should 
be provided Sree Gee 25 21 25 


Did not want any form of 

indexing or percentage 

increase Sense a Eee VAD ais) 8 
Source Questions 19a - e. 


SUMMARY 


One of the key findings of this research is that female Ontario 
residents exhibit different working patterns and job histories than do 
males, primarily because of their need to leave the labour force for a 
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period of time (or times) in order to raise children or fulfil other 
homemaking or family responsibilities. ‘This results in an interrupted 
history, reducing the ability of women to accumulate pension benefits 
with any one employer and gain enough experience to enable them to merit 
higher salaries or transfer to Occupations that require specific skills. 
A significant number of jobs available to women have been in occupations 
Or industries that only rarely offer pension plans. In addition, those 
women who do not leave the labour force tend to be unemployed for longer 
periods of time than men. This could be a result of interrupted careers 
Or the fact that they are members of two wage-earner families and face 
less economic pressure to find work than their male counterparts. Other 
findings also reinforce the dependency of women on their spouses to pro- 
vide - either directly or indirectly - post-retirement income. 


Table 62 
Retirees' Membership in Employer Plans and Information Received or 
Desired 


=< ST epee ee 
N 


umber of respondents 165 
(Per cent) 

Belonged to pension plan 48.0 
Did not belong to pension plan 5174 
Did not know/No answer 6 
Received information on amount of pension 74.2 
Received information on how pension funds 

were invested 39.6 


Wished to receive more information about pensions 21.3 
Did not wish to receive more information about 


pension 69.9 
Wished to know exact amount of pension 40.8 
When/at what age amount to be paid - 
All/any information regarding pension 2656 
Interest paid on contributions 1s: 
Yearly statement of amount £738 
How/where pension funds invested 2357 
How benefits are calculated See 


Source Questions 20a —- d. 


Among both males and females in the sample, 91 per cent of the re- 
spondents have held at least one job. On average, respondents entered 
the labour force at age 20 and during their employment history held an 
average Of 3.23 jobs. There appeared to be an acceleration in job mo- 
bility from generation to generation, as the younger segment of the sam- 
ple the 18 to 34 age group have already held the same number of jobs as 
the total sample, including all those who are still working. From a 
post-employment income planning point of view, this increased job mobil- 
ity poses real problems, as many current pension policies demand age and 
tenure conditions for eligibility, and tenure determines "locking-in" of 
employee and employer pension contributions. 
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Where company pension plans were offered, 94 per cent of those em- 
ployees eligible to join the plan did so, indicating their desire to ac— 
cumulate pension benefits. In view of this, it is interesting to note 
that 54 per cent of current or most recent employers offered a pension 
plan, compared with 26 per cent of all previous employers. 


Two interpretations of this phenomenon are possible: either more 
employers have put pension plans in place in recent years; or as workers 
gain on-the-job experience there is a tendency for them to work for 
employers who offer pension plans. 


Our research showed that 910 respondents who had ever worked did so 
for a total of 2,800 employers. Of these 2,800 employers, 15.4 per cent 
or 431 were expected to provide a pension to the respondent. Of these, 
70 per cent of the pensions were to be provided by the current or most— 
recent employer. This points out, dramatically, the inability of employ— 
ees to accumulate pension benefits from employer to employer. 


It was apparent from the analysis that, on the whole, the purpose, 
administration, and funding of government retirement assistance is not 
clearly understood. This was particularly true in relation to knowledge 
of programs and benefits and eligibility either to contribute or to re- 
ceive current benefits. 


In general, respondents thought that government and employer pen- 
sions should be indexed fully to the cost of living and were willing to 
pay their fair share of such indexing. This willingness to "pay their 
own way" was expressed by respondents throughout the study, as was evi- 
denced by the positive attitude towards generation self-funding of CPP 
benefits. This responsible attitude extended to those not now in the 
labour force, with the majority of respondents agreeing that homemakers 
and other adults not in the labour force should be able to contribute to 
the CPP and that those who drop out of the labour force to raise chil- 
dren should not be penalized. 


Respondents, on average, felt that current government monetary as— 
sistance to those age 65 and over was not adequate. Their own estimates 
of adequate monthly incomes were considerably higher than government 
payments in October 1978. This attitude also held for general govern-— 
ment assistance to the elderly. Most believed it should be increased in 
the form of more monetary assistance. 


There appeared to be a real effort on the part of respondents to 
accumulate assets to be used in retirement, notably a house and direct 
savings, but this effort was controlled directly by the amount of income 
received during working years. From the survey, it was apparent that 
higher income earners were more likely to receive a pension, to be able 
to invest, and to be independent in retirement. 
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On average, retired respondents were receiving two-thirds of their 
pre-retirement income, and the majority (62 per cent) indicated that 
their monetary requirements have increased in retirement because of 
inflation. 


In general, respondents thought that choice of retirement age 
should be personal, not legislated, and should depend on the individ- 
ual's health, financial position, and desire to remain in the labour 
force. 


Retired respondents placed their ability to remain in their own 
home above all other considerations, including health and financial po- 
Sition. Perhaps the current tendency towards communal senior citizens' 
homes should be re-examined in view of the increase expected in this 
segment of the population in the future. 
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NOTES 


(1) Statistics Canada, The Labour Force, Cate 71-110, October 1978. 


(2) Ibide 
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Appendix A 


Survey Questionnaire 


RESPONDENT 
NAME: 

INTERVIEWER 
RESPONDENT 
ADDRESS: NAME : 

DATE OF 
TELEPHONE NO.: INTERVIEW: 
CITY/TOWN: 


INTRODUCTION: Hello, I'm 


1.a) 


b) 


c) 


f) 


to have your opinions. 


of Complan Research Associates. 
We are conducting a province wide study on retirement income 
planning. This is a most interesting project and we would like 


(SELECT RESPONDENT USING GRID. RE-INTRODUCE IF NECESSARY AND CONTINUE) 


GRID # USED 
Are you currently working? 
YES ( )6-1 ASK Q.1b) 
NO ( ) -2 SKIP TO Q.19) 


ASK EVERYONE CURRENTLY WORKING 


At present, are you ..... (READ LIST - CHECK ONE ONLY) 
Self-employed? ( )7-1 
Employed by another person, company (aye 2 


or organization? 


Employed by Government (Federal, () -3 
Provincial or Municipal)? 


Other (SPECIFY) 


On the average, during the past year, how many hours did you usually work 


each week? (READ LIST AND CHECK ONE APPROPRIATE BOX) 


qee= 2. nours CV ye] 
10 - 29 hours () -2f ASK Q- 1d) 


30 hours or more ( ) -3——SKIP TO Q.1e) 


ASK THOSE WHO WORK LESS THAN 30 HOURS A WEEK 


Why do you work less than 30 hours per week? (PROBE FULLY) (RECORD VERBATIM) 


Do you personally contribute to the Canada Pension Plan? 


VES ( ) 12-1 GO TO Q.2 
NO (i =2 G0) T0.0-1f) 
Don't know ( ) -3 GO TO Q.2 


ASK THOSE WHO DO NOT CONTRIBUTE TO THE CANADA PENSION 
Why don't you contribute to the Canada Pension Plan? (RECORD VERBATIM) 


TD 


5-1 


6- 


8- 


12- 


13- 
14- 
15- 


1.g) 


h) 


j) 


2.a) 


b) 


c) 
d) 


ASK ONLY OF THOSE WHO ARE CURRENTLY NOT WORKING 


For the purposes of this study, we have deveToped a definition of a retired 
person. (HAND RESPONDENT CARD A - DO NOT PROCEED UNTIL YOU ARE SURE THAT 
THE RESPONDENT UNDERSTANDS THE DEFINITION) 


Why are you not working? Is it... (READ LIST) 


Because currently unemployed? 

(That is, out of work but actively looking for work) ( ) 
Because temporarily laid off or on strike? (3) 
Because of illness or vacation (but have a job)? c) 
Because retired? ( -4 
Because a full-time student? 
Because a homemaker? 

a) 


Other (SPECIFY) 


IF RETIRED, ASK: 

How long have you been retired? (RECORD) 

IF UNEMPLOYED, ASK: 

How long have you been unemployed? (RECORD) 


ASK EVERYONE: 


What sources of retirement income do/did you expect to have when you 
retire(d)? (READ LIST - CHECK ALL ANSWERS GIVEN) 


(ASK FOR EACH SOURCE OF INCOME MENTIONED - HAND RESPONDENT CARD 2) 


Will this income be/Was this income... 
A result of your own financial contributions? OR 
Your spouse's/other financial contributions? OR 
Both your own and your spouse's/other contributions? 
Q.2a) Q.2b) Q.2c) Q.2d) 
Expected Not sure 
income Income Don't Own Spouse's 
Yes No know contribution contribution Both 
Canada Pension Plan ( )21-1 ‘( )-2 ( )-3 ( )-4 ( )-5 { )-6 
Old Age Security ( )22-1 ( )-2 ( )-3 ( )-4 ( )-5 ( )-6 
reeks Ae 
pensions (including 
Government as an ( )23-1 ( )-2 ( )-3 C)-4 ‘>> ( )-6 
employer) 
Government annuities ( )24-1 -( )-2 ( )-3 ( )-4 ( )-5 ( )-6 
Veteran's Allowances (2521. ¢ ()-2 ( )-3 ( )-4 ( )-5 ( )-6 
Armed forces pensions ( )26-1 ( )-2 ( )-3 ( )-4 ( )-5 ( )-6 
Union pensions (27-1 Ge) =2 ( )-3 ( )-4 ( )-5 ( )-6 
Insurance company 
annuities ( )28-1 ( )-2 ( )-3 ( )-4 ( )-5 ( )-6 
Registered retirement 
Savincsielane ( )29-1 ( )-2 ( )-3 ( )-4 ( )-5 ( )-6 
Credit union annuities ( )30-1 ( )-2 ( )-3 ( )-4 ( )-5 ( )-6 
Federal old age income 
supplements (G.I.S.,  ( )31-1 ( )-2 ( )-3 ( )-4 ( )-5 { }-6 
spousal allowances) 
Provincial old age in- 
come supplement (Gains) )32-1 ( )-2 es aes: (2): ( )-6 
Savings ()33-1. C3)-2 ( )-3 ( )-4 - ( )-6 
Investment income 
(incl. stocks, bonds, 
mortgages, real es- 
tate/other than own ( )34-1 ( )-2 ( )-3 ety Wes tr 
home, insurance 
policies, etc.) 
Post retirement 
employment (incl. ( )35-1 ( )-2 ( )-3 (2) 8 ( )-5 WOES 
income from hobbies) 
Inheritance 36-1 pag Ee ‘4 -5 -6 
Wel fare 37-1 -2 -3 -4 -5 -6 
Personally owned home ( )38-1 ( )-2 )-3 ( )-4 ( )-5 ( )-6 
Workmen's Compensation ( )39-1 ( )-2 f = ( AeA i -6 
Other (SPECIFY) ( )40-1 ( )-2 -3 -4 -5 f e 
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2.e) Thinking of Registered Retirement Savings Plans (RRSP) ... 
Do you have such a plan now? 


YES ( )41-1——SKIP TO Q.2g) 41- 


NO ( )-2 
Don't know ( )-3 — ASK Q.2f) 


f) Have you ever had an RRSP? 
YES ( )42-1—— GO TO Q.2g) 42- 


NO ( )-2 
Don't know ()=3 lt SKIP T0 Q.2j) 
3 


g) How many? (CIRCLE ANSWER) 1 2 4 5 or more 43- 


h) FOR EACH RRSP, ASK: 


Will you be using it for retirement purposes OR for something else? 
All or part of it? (RECORD BELOW) 


Retirement Other 
All Part All Part 
RRSP #1 ( )44-1 ( )-2 ( )-3 ( )-4 44- 
RRSP #2 ( )45-1 ( )-2 (.)=3 ( )-4 45- 
RRSP #3 a5 ee) <2 (23 SA 46- 
RRSP #4 al boy ee a Be oles eo ar 47- 
RRSP #5 ( )as-1 ( )-2 ( )-3 ( )-4 48- 
i) Do you have .... (READ LIST) : 
YES NO rk 
=a ao now 
An 1 si lan in additi 
Pacre pine ion plan in addition @Yaoc) bye (ris 49- 
Deferred profit-sharing plan in 
addition to an RRSP | (50-1 ( )-2 ( )-3 50- 
A Registered Retirement Investment Fund ( )51-1 ( )-2 ( )-3 51- 
ASK ALL RESPONDENTS 
j) Other than contributions you may be making(have made) to the Canada Pension 
Plan or an employer's pension plan, in‘which of the following ways are you 
saving(did you save) for retirement? (READ LIST - RECORD ALL ANSWERS GIVEN) 
Government annuities ( 524 52- 
Union pensions Te 
Insurance company annuities ()- 
Registered Retirement Savings Plan ( 
Credit Union annuities ( 
Savings ( 
Investments (incl. stocks, bonds, ( 
mortgages, etc.) 
Personal ly-owned house ( 
Other (SPECIFY) ( 
Not saving(did not save) for retirement ( ) -O0 —— ASK Q.2k) 
k) You stated you are not putting(did not put) monies aside for retirement, 
could you tell me why? (RECORD BELOW) 
No money available to put into savings 53-1 53- 


Never thought about retirement 


(D 
( ) 
Economic conditions are(were) not the best () 
for investments 
Employment has(had) not been continuous or stable () -4 
( ) 
eo) 


Too many other priorities 
Other (SPECIFY) 


iT 


Since the age of 18, (excluding any summer or other part-time employment 


cae) 
you may have had as a Student), did you ... 
Ever work for yourself or another company, organization or 
government either full or part-time? 
YES, ( )54-1-—SASh Oesb) ae ()-2 — Foo oi siets 
Don't know (_)-3 ; 
b) How old were you when you first entered the work force after leaving school? |55- 
RECORD 56- 
c) Now take respondent through their entire work history, beginning with their 
FIRST employer since leaving school. Include self employment as an employer. 
(RECORD ANSWERS ON CHART BELOW) 
Thinking back to your first employer since leaving school, can you tell me how 
long you stayed there? 
d) How much time was there between your first employer and employer #2? 
IF MORE THAN 1 MONTH IN Q.3d), ASK: 
e) What were your reasons for not working during this period? (READ LIST) 
(REPEAT Q.3c), d) and e) FOR EVERY EMPLOYER) 
c) q) IME BETWEEN e) BETWEEN EMPLOYER HISTORY 
EMPLOYERS Mater- a 
Em- Duration None OR # Lay- nity/ Vacation/ Back 
ployer in oe erent off/ Home- leave of Lengthy to Other 
ears or less) MONtn strike make b i] i pecify 
(First) My r absence illness school Retired (Specify) 
1 (7 OL Lats} 2G a3 ed -5 -6 
(57,58) (59,60) () ee) es ua etl 
2 ee, (SYGGSIN J ecery( ase eyes es -6 
(62,63) (64,65) ( ( ) cdl 8 
3 ee) (S715 1 28-38 (7) 4 -5 -6 
(67,68) (69,70) () () ae. | 
4 ake Fay (os (7 )76— lee) = 20Rnal os me taees -5 of 
(72,73) (78,75) ie 
5 C1031 Gael a8 -4 -5 - 
(6,7)CARD 2 8,9 () be L7G irniteades eilinw (ld 
6 im) © YIS-UaGe2 5 T(2)= SRG 4 )-5 -6 
(11,12) (13,14) ( (> roa, a ()7 
/ 27> teal a) (iy20-T CRcw ACL) - 3 aaten)=4 as 6 
(16,17) (18,19) () ( )-Gagheneny aotenes)7 
CAT ae: SeRee (25-1 ()e2) (9-3 aes -5 ~6 
(21,22) (23,24) WerSteeitist bower lal )7 
9 or) ( )30-1 ( d-29 ( )-3 ( )-4 ao -6 
(26,27) (28,29) 2 o = eas) 
10" 107, aay ater) (35-1 ge { 33° ( )-4 -5 -6 
(oleae) (33,34) ) a oe 
Lh Ppl ll) ( )40-1 ( )-2 ( )-3 ( )-4 -5 -6 
(36 , 37) (38,39) () () ct isan 
le oa 1 ERR) (Pya5a1e( a2, 9 ()=3 ty )=4 -5 25 
(41,92) (1344) NOUR i ame sean 
13 ae PS gy) (P50 S1 im) 2" Sai tg eared: -5 “6 
(46,47) (48345) ) ( ) Ce ee ae FM Oey 
Ly eee) (@)5b-1 ( )=2 ( )-3 -4 -5 -6 
(TP) ane ()-4 ()-5  ) ()7 
1s 1 Ca) Minas s Wee -4 -5 r 
(56,57) (58,59) a) () eee Crean tia)? 
f) At which of these employers were you when 
you were 25 years of age? 45 ye 
of age? (IF NOT WORKING AT AGE 25/45 RECORD NEXT EMPLOYER #) : ae 
25 years Employer # 45 years Employer # 
(61,62) (63,64) 
g) Have you ever been self-employed? YES ( )6-1 NO ( )-2 SKIP TO Q.4 CARD 3 
ASK IF HAD PERIODS OF SELF EMPLOYMENT Oe 
h) HD tac SS ee self employed, do/did you contribute to an RRSP? 
- for yourself or your spouse? YES NO Don't know 
For yourself Cape} ON Oa aa ies 
For spouse/other (834 a (5 g- 
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JON |2-( )34ed b ayy 


i Ew i fol 9 BS SO re )S3A|T-( ) LLNS C=(9) -1-97(2) OF 
4ako1.duy 


Cali sI=cot G# 


Beye oe ee) e-( ) cit 
4ako| dw 


Gat neo Brea 4) c-) 2-( ) 1-05( ) v# 


4Aako du 
Se (ee ec-( CoV er ele e# 
4ako | dug 
a op PT a we) 2-(-) 1-b2( ) 2# 
4ah0 | dwy 
3 4 Ce). ie) auesea 
: a an 4: eae 
2-( )ON |2-( )ON 2-( )ON |2-( )ON |2-( )ON |2-( JON |2-( JON |2-( JON |2-( )aueg Bou | eEE = TnI ae ) 
={ Yr-(9) et ) 2- -( )|t- -( )s3ale-( ) 2-( ) I- -( )S3A|T- I-( )S3A|T=( )S3A|T=( )S3AIT- ~( )Ling pak 4aXo | du 
g-( ) ext) 2-( ) Bs! ) tS )S3A iy SAM E=(a)ne=( rere ) r! ) i! )S3A if )S3A 5f )s3 er! )s3 Ue. )S3A Taf )LLng ON SHA Law 
49430 “X°Q puod ysenb saab | uotsuad | meup |puadsysaauy ~aaes | uolyng ‘pazng uot daquiaw farqrbija| ueld owt Pax4OM pako|dua ON 
“84-34 da BALBIOA | -UZLM -tujuod | -LuqU0” 0} Sem sem /uoLSuad qued SyzUOW -4$[9S (ep'd 
ON uddn -Aojdwy} {LLM 0} e é t Maup yOu /aay [aay peu /LLNS /sAeak b Olé 
T | /oa paqzpwuag -u3 LM asou) /sey pax4oM | 40 ‘ON (9 au 
(u) (w) (L) (4) (f) (t) (4) (6) (+) (3) (P) (>) ( ) 
s4aX0| dua 


# (POL 
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(HAND RESPONDENT CARD A - DEFINITION OF A RETIRED PERSON) 


ASK ALL 


If a person has been contributing to an employer pension plan and leaves that 
employer before the age of retirement, in your opinion should they be required 
to leave any portion of these contributions in the plan so that when they re- 
tire they will receive a pension from this employer? 


19-1 GO TO Q.5(b) 


YES ) 
\> =2. SKIP! 10.0,6 


( 
NO ( 
How much should they be required to leave in the plan. Would you say 25%,- 
50%, 75% or 100%? 
25eer a())20r1 75% ( )- 
50% (7 ae o2 100% (3) 


Should this condition apply no matter at what age they leave the job? 
YES ( )21-1 ‘ 
NO ( ) -2 What age? years of age. 
Don't know () -3 


Should this condition apply no matter how long they have worked for this 
employer? 


YES ( )24-1 
NO ( ) -2-How long? years. 
Don't know ()) 23 


ASK ALL 


If a person belongs to an employer pension plan and leaves the employer 
before the age of retirement, should the employer be required to leave any 
part of these contributions (made by the employer on behalf of the employee) 
in the pension plan so that when the employee retires they receive a pension 
from that employer? 


YES ( )27-1G0 TO Q.6b) 
NO Cae 21SKi pd: Oar 


How much should the employer be required to leave in the plan, Would you say 25%, 


50%, 75% or 100%? 
25% 


(joel 75% le 
50% ce) 


( 
-2 100% = ( 


Should this condition apply no matter at what age the employee leaves the 
employer? 


YES ( ) 29-1 
NO { )  -25What age? years of age. 
Don't know () -3 


Should this condition apply no matter how long the employee has worked for 
the employer? 


YES ( 2-1 


NO ( ) -2 >How long? years. 
Don't know ( ) -3 
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28- 


7.a) 


b) 


c) 


d) 


8.a) 


b) 


c) 


d) 


Do you feel that in the case where only the employer has contributed to an 
employees’ pension plan, that the employee should be allowed to withdraw 

any portion of these contributions from the plan when they leave the employer 
before the age of retirement? 


YES ( )35-1 —— ASK Q.7b) 35- 


NO ()-2__ cxip to 9.8 
Dont' know (ut) <= 


Approximately, what percent of an employer's contributions should the employee 
be allowed to withdraw? Would you say 25%, 50%, 75% or 100%? 


25%) wail 136-1 i5ay PAG) 53 36- 
BOt tacts) ih-2 WoOwe (jag wel tRERnee  *r ols) 


Should this condition apply no matter at what age the employee leaves the 
employer? 


YES ( )37-1 37- 
NO ( ) -2> What age? years of age. 138- 
Don't know () -3 39- 


Should this condition apply no matter how long the employee has worked for 
the employer? 


YES ( 40-1 40- 
NO ( ) -2> How long? years. 41- 
Don't know () -3 42- 


Tell me what you think is the current maximum monthly payment paid to one 
person (retiring this year) by the Canada Pension Plan. DO NOT READ LIST - 
CHECK APPROPRIATE BOX) 


More than $300. ( )4321 43- 
$200 - $299 (7) eee 
$100 - $199 (3 
Less than $100 (2) er4 
Don't know () -5 


In fact, at the present time an individual aged 65, who has contributed the 
maximum amount to the Canada Pension Plan - receives $194.44 monthly. Do 
you think this benefit payment is .... 


Too high ( )44-1 44- 
About right Ce ee 
Too low (aa) 3 
Don't know Ghe4 


ASK Q.8c, 8d, 8e and 8f FOR RETIRED PERSONS 


Since you retired, have your needs for income for your own consumption..... 


Increased ( ieee ASK Q.8d) 45- 
Decreased ol at 
Remained the same ( ) <3 SKIP TO Q.8f) 


What do you feel is the major factor that has caused your income needs to 
decrease/increase? (PROBE FULLY) 


46- 
47- 


48- 
49- 
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10. 


tks 


i2e 


133 


IF INFLATION/RISE IN COST OF LIVING MENTIONED IN Q.8d), ASK: : 


In what way has inflation/rise in cost of living affected your standard of 
living? (PROBE FULLY) 


50- 
51- 
Can you tell me approximately what percent of your pre-retirement income you 
are receiving now? 
52- 
% xe 
ASK ALL 
Are you prepared(would you have been prepared) to pay higher contributions to 
the Canada Pension Plan in order to receive higher benefits at age 65? 
YES ( )54-1 
NO (a) eee 
Don't know ) 
At the present time, in order to receive retirement benefits under the 
Canada Pension Plan, and the Old Age Security, a person must have reached 
age 65. If an individual elects to retire (as per Card A) before age 65, 
should the benefits from the Canada Pension and Old Age Security ..... 
(ASK BOTH a) and b) ) 
Be withheld until age 65? ( )55-1 55- 
OR Be paid immediately upon retirement? (ple =2 
Pay an equal amount to the person who (vats 
retires at age 65? 
OR Pay an amount less than to a person who ares 
=, retires at ade 657 
A person who continues to work after the age of 65 is able to collect 
Canada Pension Plan benefits while still at work. Do you agree or disagree 
with this? 
Agree ( ) 56-1 Disagree ( )-2 Don't know ( )-3 |56- 


At present, each contributor to the Canada Pension Plan may drop up to 15% 

of their low-earning years from total years worked, for calculation of the 
retirement pension. It has been proposed, that, in addition, people who 

drop out of the work force to raise their children up to the age of 7 should 

be allowed to also drop these child-raising years from the pension calculation 

in order that their eventual pension will not be decreased. Do you disagree | 
strongly, disagree somewhat, agree somewhat, or agree strongly with this proposal? 


Disagree strongly 57-1 Agree somewhat ( )-3 57- 
Disagree somewhat (eee Agree strongly ( ) -4 


It has been suggested that housewives should be able to contribute to the 
Canada Pension Plan. Do you agree or disagree with this proposal? 


Agree ( ) 58-1 Disagree ( ) -2 Don't know ( )-3 58- 


It has been suggested that adults who are not in the labour force should stil] 
be allowed to contribute to the Canada Pension Plan. Do you agree or disagree 
with this proposal? 


Agree ( ) 59-1 Disagree ( ) -2 Don't know ei ee 59- 
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14.a) 


15.a) 


15%) 


(HAND RESPONDENT CARD 14) 


Here is a card which lists the present administration of the plan and an 
alternative method. (READ TO RESPONDENT, MAKING SURE THEY UNDERSTAND AND ASK) 


Which of these methods do you prefer/would you have preferred? 
(a) Cross-generation funding ( )60-1 SKIP TO Q.15a) 
(b) Generation self-funding (.) «-2 GO TO Q.14b) 
Don't know (ie) Rae! 


Would you have been willing to increase your Canada Pension Plan contribution 
in order to fully pay for your own Canada Pension Plan retirement pension? 


YES (=) 61-1 NO i) 2 Don't know ( )-3 


(NOW, WOULD YOU PLEASE REFER TO CARD A) 


Based on the definition on the card, at what age do you plan to (did you) 
retire? 


Do not/did not plan to retire 62-1 SKIP TO Q.16a) 


() 
Under 50 years of age bP hae 
51 - 55 years of age (f)aao> 
56 - 60 years of age (Oo ea4 
61 - 65 years of age NG | oan 
65 years of age (Si ie2e6 
66 - 70 years of age Fa 
71 years of age and over ( ) -8 
Don't know (i jel BS) 
Other (SPECIFY) (fi) niz0 
IF RETIRED, ASK Q.15b) - IF NOW; SKIP; TO Q. 15f) 
At this time, do you feel you should have retired ..... 
Earlier ( )63-1 
Later (ay 


At the same age () -3, ASK Q.15c) 


Why do you say this? 


At what age do you now think you should have retired? 


Why do you say this? 


ASK ALL 


If your decision to retire at a particular age was entirely your own choice 
(that is, unaffected by company policy or government legislation) what factors 
would affect your choice of retirement age? (READ LIST - CHECK ALL APPROPRIATE 
ANSWERS) 


State of your health ( \7h=] 

Your financial position 0 WOE 

Level of your other activities (ao ee 
(hobby, social, etc.) 

Your marital status () -4 

Responsibility to your dependents (oe es 

Your job interest/involvement (956 
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60- 


63- 


64- 
65- 


66- 
67- 


68- 
69- 


70- 
71- 
72- 
73- 


74- 


CARD 5 
16.a) |The Human Rights Code protects people against firing or forcible retirement 
for reasons of age between the ages of 40-65, (subject to certain job 
exceptions such as fire fighting, airline pilot, etc.). Do you believe this 
code should be amended to provide the same protection to those workers over 
the age of 65? 


JES ( )6-1 ASK Q.16b) 6- 


NO () _d sxip To 9.17 
Don't know (CARS 


b) Should there be a new upper age limit, or should there be no upper age limit? 
YES, should be upper age limit ( )7-1 ASK Q.16c) 7- 
NO, should be no upper age limit (2) <2 aSKIP a0) a7 


c) What should this age limit be? (WRITE IN BELOW) 


g- 
years of age 9- 
17.a) By today's standards, what do you feel is the minimum total monthly income 
that would be adequate for ........ (WRITE IN BELOW) 
One person over 65, living alone 10- 
Two people over 65 living together es 
b) At the present time, government programs (such as Old Age Security, 
Guaranteed Income Supplement, GAINS) provide to people with no other income 
the amount of $310.75/month to a single person, 65 years of age or over, and 
$621.50/month to a couple, 65 years of age or over, PLUS free OHIP premiums 
and a free drug plan. 
Do you think these programs should pay more? 
YES . (r )d2=1 ASK« Q?17c) 12- 
NO (. je2 
Don't know ( ea SKIP TO Q. 18a) 
c) How much more per month... 
To a single person. $ 13- 
To a couple $ 14- 
18.a) It has been suggested that retirement income from government pensions should 
not only provide for a person's current needs but allow for an accumulation 
of assets to pass on to the next generation? Do you agree or disagree with 
this proposal? How about employer pensions? 
Government Employer 
pensions pensions 
Agree ( )15-1 ( )16-1 15- 
Disagree (yore () -2 16- 
Don't know ~ Gomes () -3 
b) Do you think that Government Assistance to the people over 65 years of age 
should be increased? 
YES ( )17-1 ASK Q.18c) 17- 
NO ey 
Hontetinow ()-3 SKIP TO Q.19 
c) Should this assistance be in terms of ..... 
More money to buy goods and services? ( ) 18-1 8- 
OR 


More subsidized services made available? () -2 
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I'd like you to think about private (employer) pensions and government 
pensions (Canada Pension and Old Age Security). At present, all 
government pensions are indexed, as are the pensions for Federal and 
Provincial members of Parliament. That is, these benefit payments rise 
to offset increases in the cost of living. Obviously, these increases 
increase the cost of maintaining these benefits. 


a) Do you believe that.... 


Depends 
READ LIST on the 
NES’ cost 


the Canada Pension Plan 
should be indexed? 


Old Age Security 
should be indexed? 


Federal MP Pensions 
should be indexed? 


Provincial MP Pensions 
should be indexed? 


Federal/Provincial 
Civil Servant's 
Pensions should 
be indexed? 


Employer Pensions 
should be indexed? 


FOR EACH TYPE OF PENSION IN a) WHERE RESPONDENT STATED SHOULD BE INDEXED OR 
DEPENDS ON COST, ASK Q.19b) — 


b) Would you be prepared to pay the additional cost of indexing (type) Pension 
through general taxation? (That is, all Canadian taxpayers would pay.). 


Don't 

know 
Canada Pension 25- 
Old Age Security 26- 
Federal MP Pensions 2/7- 
Provincial MP Pensions 28- 
Federal /Provincial Civil 29- 

Servants' Pensions 

Employer Pensions 30- 


FOR EACH TYPE OF PENSIONIN b) WHERE RESPONDENT SAID "NO" OR "DON'T KNOW" ASK 0.19c 


c) Would you be prepared to pay the additional cost of indexing (type ) Pension 
through increased contributions? (That is, only those contributing to the 
plan would pay.). 


Don't 

ES: NO know 
Canada Pension ().3i=1 ( )-2 ( )-3 31- 
Old Age Security ( )32-1 ( }=2 ( )-3 B2- 
Federal MP Pensions (9) 33-1 ( )-2 ( )-3 She 
Provincial MP Pensions ( )34-1 (,) $2 ( )-3 34- 
ee Giese Weil v2i)” Wass hutawie mas. 
Employer Pensions ( )36-1 ( )-2 ( )-3 36- 
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19.d) 


e) 


20. 


20.d) 


e) 


f) 


REFER TO Q.19a) AND ASK d) FOR EACH PENSION THAT RESPONDENT STATED SHOULD NOT 


BE INDEXED 


Do you believe that some part of (type) Pension should be indexed? 


(Up to a specified dollar limit). 


Canada Pension 

Old Age Security 
Federal MP Pensions 
Provincial MP Pensions 


Federal/Provincial Civil 
Servants' Pensions 
Employer Pensions 


ASK FOR EACH TYPE OF PENSION IN d) WHERE RESPONDENT STATED PAR 


INDEXED ASK e) 


Do you believe that some percentage 
Pension? 


Don't 
know 
-3 
é SKIP 
TO 
fi Q.20 


Se OO 


increase should be provide for (type 


(Not necessarily enough to fully offset rises in the cost of living.) 


Don't* 
know 
Canada Pension 
Old Age Security 
Federal MP Pensions ASK 
Provincial MP Pensions Q.20 
Federal/Provincial Civil 
Servants' Pensions 
Employer Pensions 
ASK ALL: 
Do you/did you belong to an employer pension plan? 
YES ( ) 49-1 ASK Q.20b) NO ( )-2 SKIP TO 
Don't know ( ) -3 Q20E 
Do you/did you receive information from your employer regarding 
YES NO 
(a) the amount of pension you would receive? ( )50-1 ( )-2 
(b) how the pension fund monies were invested? ( )51-1( )-2 
Do you wish to (you had) receive(d) more information about your employer's 
pension? 
YES ( )52=1 ASK Q.20d) 
ue ()-2]_ skip To PAGE 13 
Don't know ( )-3 
What kinds of information do you/did you want regarding your pension? ee 


ASK RETIRED RESPONDENTS ONLY 


IF NOT RETIRED SKIP Q.24 


I am going to read you a list of some factors that might be of concern to you 


in your retirement. For each one I 
cerned, fairly concerned, not too co 
(HAND RESPONDENT CARD B - READ LIST 


Your health 

Death of family members of friend 

Ability to remain: in contact with 
your children 

Loneliness 

Ability to remain independent 

Death/illness of your spouse 


Ability to remain in your own home 


Ability to remain active/not be bo 
Your financial position 


Are there any others? 


read please tell me if you are very con- 
ncerned or not at all concerned? 


- RECORD) 
Very Fairly Not too Notatall 
concerned concerned concerned concerned 
)55-1 ( )-2 ( )-3 ( )-4 
San a 56=10 el) a2 ( ).-3 ( )-4 
(F)S7=1s tebe ( )-3 ( )-4 
( )58-19 .(4)=2 ( )-3 ( )-4 
(COREE es) ( )-3 ( )-4 
()60-1>  1()=2 ( )-3 ( )-4 
()61-1 "( )=2 ( )-3 ( )-4 
red( 62-1, -( )=2 ( )-3 ( )-4 
CES Oey. ( )-3 ( )-4 
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51- 


52- 


53- 
54- 


55- 
56- 


57- 


58- 
59- 
60- 
61- 
62- 
63- 


64- 
65- 


“te 


ean 


Zo. 


24. 


25. 


26. 


DEMOGRAPHICS 


RECORD SEX: MALE ( )6-1 FEMALE (2 
THESE QUESTIONS ARE FOR CLASSIFICATION PURPOSES: 


I am going to read you a list of age categories. Would you please tell me 
the one which includes your age? 


18-24 years of age (754 
25-34 () -2 55-64 years of age ( )-5 
35-44 (a) coree eds (956 
45-54 Oe 75 and over (Sy 
What is your present marital status? 
Never married ( )8-1 Divorced ( )-4 
Now married (ey a? Widowed ( )-5 
Separated (ir =3 Other (SPECIFY) ( )-6 


How many wage earners are there in this household/were there in this house- 


hold during your working career? (WRITE IN BELOW) 


What kind of work did you do in your most recent job? Can you briefly describe 


this job? 


Which of these types of industry was this job in? (HAND RESPONDENT CARD 25) 


(1) Agriculture (9) Retail trade 


(10) Finance, insurance, real 
estate 


(2) Forestry 
3) Fishing/trapping 

) Mines, quarries, oi] wells personal services (incl. 
Doctors, etc.) 


py fo) Co) ee 


(12) Federal government (incl. 
armed forces) 


) 
) 
) 
) (11) Community, business and 
) 
) Construction ) 
) 


( 

(4 

(5) Manufacturing industries 
(6 

C 


) Transportation, communica- 
tion, other utilities 


(8) Wholesale trade 


(13) Ontario government 


es 


) (14) Municipal government 
(15) Self-employed 
(16) Other (SPECIFY) 


Do you now live in.... (READ LIST) 


A single-family dwelling 
A semi-detached double dwelling 
A duplex 
A 


townhouse/maisonette multiple 
dwelling 


A low-rise apt. - (under 5 stories) 
A high-rise apt. (over 5 stories) 
Senior citizens' housing 

Nursing home 

Other (SPECIFY) 


te ee ee ee 
ee OE ee 
1 
(Sa) 
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~~ ONO 


CARD 6 


G= 
10- 


11- 
12- 


13- 
14- 


15- 


TSethissdweldanig! s.r. 
Owned, or being purchased ed 
Rented (without a subsidy) (eo 
Rented (with a subsidy) (a) 


What is the highest level of schooling you have completed? (READ LIST) 


Elementary (public) school ( )17-1 17- 
Secondary (high) school (V elce? 
Post-secondary (other than university) (.). 33 
University (undergraduate degree) (ak 
University (graduate degree) () <5 


I am going to give you a list of income ranges. Would you first tell me 
your total personal annual income? Just give me the # beside the category. 


And second, your total family annual income? Please include income from 
all sources including investments, pensions, etc. 

(READ LIST - CHECK ONE FOR EACH. IF SINGLE-WAGE-EARNER HOUSEHOLD, CHECK 
TOTAL COLUMN AS FOR PERSONAL) 


Personal He! 
(1) Under $1,000 ( )18-1 20-1 18- 
(2) $1,000 — $1,999 - (i =2 () -2 19- 
(3) $2,000 - $2,999 () -3 ()ie-3 
(4) $3,000 - $3,999 (a8 i aed 
(5) $4,000 - $4,999 () -5 () -5 20- 
(6) $5,000 - $5,999 ae (9 Pees 21- 
(7) $6,000 - $6,999 (ant (_) 3-7 
(8) $7,000 - $7,999 () -8 () -8 
(9) $8,000 - $8,999 () -9 () -9 
(10) $9,000 - $9,999 () -0 () -0O 
(11) $10,000 - $10,999 ( )19-1 ( )21-1 
(12) $11,000 - $11,999 (7) ee 7 ee 
(13) $12,000 - $12,999 () -3 (Sy) =3 
(14) $13,000 - $13,999 ()2 4 () -4 
(15) $14,000 - $14,999 () -5 () -5 
(16) $15,000 - $19,999 (2). 26 (eas 
(17) $20,000 - $24,999 () -7 () -7 
(18) $25,000 - $29,999 () -8 () -8 
(19) $30,000 and over () -9 () -9 
Refused () -0 () -0 
Don't know (/)o a+ (1) S¥=3 22- 
23- 
In whats COuntEY: WETEL YOU DOIN 2528 eet eee ere tae ern ere see es ee | 24- 
Of what country are you presently a citizen? cae 
If not Canada, 
How long have you been in this country? eo 
What language do you use most frequently? 
In the home 27- 
28- 


At work 


THANK YOU FOR YOUR CO-OPERATION! 
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Appendix B 
Cards Accompanying Questionnaire 


Card A 


For the purposes of this study, a person is considered to be retired if 


(a) Less than 50 per cent (or one-half) of their total income is 
from paid employment and 


(b) Pension income other than a disability pension is received. 


Card B 


Your health 

Death of family members or friends 

Ability to remain in contact with your children 
Loneliness 

Ability to remain independent 

Death/illness of your spouse 

Ability to remain in your own home 

Ability to remain active/not be bored 

Your financial position 


Card 2 


A result of your own financial contributions? 
Your spouse's/other financial contributions? 
Both your own AND your spouse's/other contributions? 


Card 14 


a) Under the present administration of the Canada Pension Plan today's 
workers, through their contributions to the plan, pay for the 
pensions of those workers who have retired. In turn, tomorrow's 
workers through contributions will pay for the retirement pensions 
Of those presently working. 


b) An alternative method of funding would be to increase individual 


contributions to the Canada Pension Plan so that each generation of 
workers would fully pay for their own retirement pensions. 
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Card 25 


a) 
(5) 
(6) 
(7) 


(8) 


Agriculture 
Forestry 


Fishing/trapping 


Mines, Quarries, Oil wells 


Manufacturing industries 
Construction 


Transportation, communication, 


other utilities 
Wholesale trade 


Card 29 


(1) 
(2) 
(3) 
(4) 
(5) 
(6) 
(7) 
(8) 
(9) 
(10) 


Under $1,000 

$1,000 - $1,999 
$2,000 - $2,999 
$3,000 - $3,999 
$4,000 -— $4,999 
$5,000 - $5,999 
$6,000 - $6,999 
$7,000 — $7,999 
$8,000 - $8,999 
$9,000 -— $9,999 
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(9) 
(10) 


(11) 


(12) 


(13) 
(14) 


(15) 


(11) 
(12) 
(13) 
) 
(15) 
(16) 
(17) 
(18) 
(19) 


Retail trade 

Finance, insurance, and 
real estate 

Community, business, and 
personal services 
(incl “doctors, etc:) 

Federal government 
(incl. armed forces) 

Ontario government 

Municipal government 


Self-employed 


$10,000 - $10,999 
$11,000 — $11,999 
$12,000 — $12,999 
$13,000 -— $13,999 
$14,000 — $14,999 
$15,000 -— $19,999 
$20,000 - $24,999 
$25,000 — $29,999 
$30,000 and over 
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Appendix E 
Respondent Selection Grid 


GRID #1 


TABULATE AS USED: 


|N HOUSEHOLD 


OLDEST 
MAN 


OLvesT 
MAN 


OF. MEN 


NO. 


GRID #2 


TABULATE AS USED: 


Youncest |] Otpest 
WOMAN 

OLDEST 

WOMAN 

YOUNGEST |WomAN oR 


MAN OLDEST 
WOMAN 


IN HOUSEHOLD 


OF MEN 


NO. 


GRID #3 


TABULATE AS USED: 


J ADULT {2 ADULTS 


Youncest] Otpbest OLDEST 
WOMAN WOMAN WOMAN 
WOMAN 
Pe a eae ee 
MAN MAN MAN 
ea O_pest |Youncest 
3 MAN MAN 
L or YOUNGEST 
MORE MAN 


GRID #4 


IN HOUSEHOLD 


OF MEN 


NO. 


TABULATE AS USED: 


IN HOUSEHOLD 


OF MEN 


YOUNGEST 
MAN 


NO. 


GRID #5 


TABULATE AS USED? 


41 ADULT | 2 ADULTS 


OLpvest | YOUNGEST |YOUNGEST 
WOMAN 
WOMAN WOMAN WOMAN 
OLDEST 
4 MAN MAN MAN 
WOMAN 
OLvest | YOUNGEST |YOUNGEST 
MAN MAN MAN 
Z Youncest| OLDEST 
MAN MAN 
OLDEST 
MAN 


IN HOUSEHOLD 


OF MEN 


NO. 


GRID #6 


TABULATE AS USED: 


1 avutt |2 aoutTts |Z ADULTS OR MORE 
OLDEST 
\JOMAN 


OLDEST 
WOMAN 
WOMAN OR 
OLDEST 
WOMAN 


IN HOUSEHOLD 


OF. MEN 


NO. 


GRID #7 


TABULATE AS USED: 


1 anuct|] 2aoucts |3avnucts |40R MoRE 


Youncest]| OLDEST OLDEST 
WOMAN WOMAN WOMAN 


| YOUNGEST 
al MAN WOMAN MAN 
WOMAN 
> Youncest |] OLovEeSsT OLDEST 
MAN MAN MAN 


OLvest |YOUNGEST 
MAN MAN 
YOUNGEST 


MAN 


WOMAN 


1N HOUSEHOLD 


OF MEN 


NO. 


GRIDS ARE NUMBERED 1 TO 7. 
BEGIN WITH Grio # TO, SELECT 
YOUR FIRST RESPONDENT$ THEN USE THE 


NEXT GRID TO SELECT YOUR SECOND 
RESPONDENT, ETCe WHEN YOU REACH 
Grio #7 Go BACK TO GRID #1 AND USE 
IN SEQUENCE.’ AS EACH GRID 1S USED 
TABULATE IN THE SPACE PROVIDED. 


ADULTS ARE HOUSEHOLD MEMBERS 18 
YEARS OF AGE AND OVERe 
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INTRODUCTION 


Income replacement for the non-working elderly in Ontario is to a 
large extent dependent upon two separate but closely related programs, 
the Canada Pension Plan and the complex of employment pension plans. 
Assessment of how well they work depends upon what they were designed to 
do. One of the key measurements of their success in fulfilling their 
respective roles is the extent to which they provide coverage of those 
for whom the programs were designed. 


Coverage alone, needless to say, does not necessarily mean that 
benefits are ultimately assured. Coverage may not be effective because 
it was not long enough to earn any returns. Furthermore, benefits them- 
selves may turn out to be low either because participation was too short 
or the earnings level over the entire working life was too low. At 
best, coverage represents exposure to at least the promise of ultimate 
benefits, providing, of course, that predetermined requirements are 
fulfilled. 


There are two basic aspects to the question of coverage. One is 
how well does the program cover the population it was designed to bene- 
fit? Evaluation of the program rests on the degree of failure and an 
assessment of the reasons for any coverage shortfall. Failure may stem 
from such factors as the inherent inadequacy of the system itself, 
restrictions in design, or certain limiting conditions. It may also 
stem from factors outside the scope of the program. These may be 
related to employment patterns or specific policy considerations. The 
second aspect of the coverage issue is how extensive it may be in terms 
of the working population as a whole. 


The issue of coverage therefore can be reduced to two broad ques- 
tions. The first is, in terms of coverage, how well does a program do 
the job it was designed to do? The second is how do these coverage 
objectives, even assuming they are fully met, affect the total working 
population? Whom do they include, whom do they exclude, and why? 


This study will examine both these questions. It will first look 
at the general objectives of the CPP and private plans in terms of the 
population for whom they were designed. The performance of these pro- 
grams in meeting their objectives will be reviewed. In the following 
section, coverage in its broader terms will be examined and analyzed in 
relation to less restrictive components of the labour force. Participa- 
tion will be reviewed in greater detail with an analysis of coverage in 
both the public and private sectors, differences in participation by men 
and women, and differences at various age levels; and will include a 
discussion of the role of Registered Retirement Savings Plans (RRSPs). 
Finally the non-covered population will be quantified and analyzed. 
Characteristics of the principal groups not covered will form the basis 
for an appraisal of the potential to extend coverage for each of the 
groups. 
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THE SYSTEM AS DESIGNED 


Policy, whether public or private, determines the range of cover- 
age. Predetermined goals and objectives establish the groups for whom 
the program is aimed. Having established the goals, the test of the 
program is how well it has fulfilled its role. How extensive, if at 
all, are the gaps? 


Income replacement for the retired in Ontario is largely dependent 
upon the CPP and private pension plans. In concept and design the CPP 
and the private system are different and are based on different policies 
and rationale. Historically, the complex of employment pension plans 
was well established as an operating institution in Ontario, and in 
Canada as a whole, long before the CPP was introduced. Indeed the CPP 
was in large measure introduced because of the perceived inadequacies of 
the private system and was designed to fill these gaps. 


In very broad terms, a characteristic common to the CPP and employ- 
ment pension plans is that they are both earnings-related programs; that 
is, participation is predicated on employment for pay or profit. There- 
fore, by definition and design, the two major labour force components 
specifically excluded from both programs are unpaid family workers and 
the unemployed. (Coverage aspects of the unemployed will be discussed 
in greater detail below.) Employment pension plans have one further 
design restriction in that they specifically exclude the self-employed. 
Thus, the CPP is designed for all employment with earnings, whether for 
pay or profit, including both paid workers and the self-employed, while 
private plans are for paid workers only. Whether or not these excluded 
groups should be covered is a policy matter and extension to these 
groups, if desired, would involve redesign of the programs. 


CPP Coverage 


In broad terms, Table 1 shows the relative extent of coverage for 
the employed components of the labour force in Ontario who had earned 
income. Measurement of CPP participation is somewhat less than precise, 
in that it is based on two conceptually different data bases which are 
not completely comparable. Labour force data measure the situation at a 
given point in time. Thus, over the course of the year, with the ebb 
and flow into and out of the labour force, the numbers vary widely from 
month to month and from season to season. Use of the annual average 
smoothes out these variations and adjusts for the seasonality. Contrib- 
utors to CPP represent the number of persons who contributed during the 
year: it includes not only all those who were in the labour force at 
any time during the year but also those who may have had their contribu- 
tions refunded for reasons such as age or insufficient earnings. To 
bring the two series into a closer relationship, contributor data were 
adjusted to account for underage contributors and those whose contribu- 
tions were below the employee minimum level. In addition some rough ad- 
justments were made for the ebb and flow into the work-force.(1) Allow- 


29 


*yueg eeEq SUOTSUdag ‘epeUeD SOTISTIEIS 
*SIOINGTARUOD ULTd UOTSUag epeueD /epeueD sAeTTeM pue UATeEH 
*S010J ANOGET JO SuOTReTNGeR paeystTTqndun Tetosds pue 3sd0704 ANoqey su ‘epeueDd SOTASTRFeEAIS |BdINOS 


*epeueD orejToM pue uATesH ‘Ssaeah pdJOdSTSS SNOTACA ,,SAOWNGQTAVUOD UeTd UOTSUag epeued, UT eIep UO peseq SoejeUTISY oO 

*sobe [Te ‘Sr7eyIOM pted pue sreyA0M pted Teanq[notabe sapnpTour q 

-peXoTdueun pue peAoTdwea sapntout e 

SL? 809‘T 96 v0S‘E€ Gs9‘E TLE PSE‘E TeGye 9/6T 


v°LY TZS4r L6 €GP‘E 6LS‘€ LOG. CIE“E OT8“€ SL6T 
6°LP 9bv'T 66 SEES 787"E E9C STO“E 60S‘€ €Lot 
8°9P CGC TL 66 6£8'7 AWS) oe L9G 019*Z 6961 


(Spuesnou], UT SASquINN) 


SA9yAIOM pted SASQUOU Wu oTdus (9) zequNU (q) peAoTduse—j Tes peAoTdus SASYAOM (2) 90205 
poAoTdup jo ueTd pted jo peqeutqsg7 pue SASyAOM pPTed -JTesS pteg ANOGET 
queso Jed sy quao zed sy 2010} ANogeT peAoTduy TeIOL 


sueTd uotsued ddo Aq pexzeao5 SebezsAe TenNuue soAOF ANOQey] 
quawhkotTdus Aq paraaop 


9/61T-696T SAPaA peqOSTES AOF SueTgA UOTSUSg SReATAgG pue ddd AspuN OTAeUC UT SheAsAOD psezeUT SY 
T 9TAeb 


100 


ing for these shortcomings, the figures provided an approximation of the 
magnitude of coverage; too strict an interpretation should not be placed 
on minor fluctuations from period to period. 


The data nevertheless confirm what is generally expected, that CPP 
covers virtually the entire employed work force who have either earnings 
or profits. Those falling outside the protection of the national pro- 
gram are few indeed. 


Furthermore, virtually all participants in employment pension plans 
are also active participants in the CPP. At the end of 1966 for exam- 
ple, the latest year for which complete data are available, well over 
one and a half million (1,608,000) representing 47.5 per cent of the 
total paid workers in Ontario were covered by a private pension plan. 
Virtually all of these were also participants in the CPP. In that year, 
it is estimated that 96 per cent of the 3,655,000 employed paid workers 
plus the self-employed workers in Ontario were active members of the 
CPP. It would appear, therefore, the CPP by and large fulfills its role 
in covering the population it was designed to cover. 


Participation in employment pensions in Ontario over the selected 
periods has grown significantly in absolute terms from 1,222,000 at the 
beginning of 1969 to over 1,600,000 in 1976. However, this growth was 
little more than a reflection of the growth of the paid workers in the 
labour force, with the two increasing more or less in unison. There- 
fore, the proportion of the paid workers in Ontario participating in 
private pensions remained relatively constant at about 47 per cent. 


These figures do not, however, represent the full measure of how 
well employment plans fulfill the role for which they were designed. To 
fully evaluate the employment pension system one must look behind these 
figures and more specifically define the objectives in terms of whom 
they are designed to cover. 


Objectives of Employment Pension Plans 


The literature abounds in theories that attempt to explain the ra- 
tionale and motivation behind the growth and development of the employ- 
ment pension system. These include such concepts of the pension plans 
as "a device, instituted and nourished by business firms, to meet the 
social problems of old-age economic dependency,"(2) and include other 
theories such as the "human depreciation" and "deferred wage" theories. 
The general conclusion is that probably there is no single rationale for 
pension plans but rather that a number of broad and often conflicting 
forces combine to motivate their formation.(3) A major underlying 
force, as McGill points out, is the employers' objective of providing 
financial support for their retired employees. Thus, the employer as- 
sumes a degree of social responsibility for his employees, particularly 
for the long-term employees who through their efforts have contributed 
to the success of the enterprise. In essence private pensions are 
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employment-related and exist only where there is an employer-employee 
relationship. Consequently, in terms of design, objectives, and ration- 
ale, membership is predicated on employment with the sponsor and specif- 
ically excludes the unemployed. 


PAILGIDVLLEY. 


Participation is closely linked to eligibility conditions prevail- 
ing in employment pension plans. They define the broad categories of 
employees who may participate and the conditions to be fulfilled for 
coverage. Participation is not uniformly a condition of employment. 
Generally, eligible employees of non-contributory plans are covered 
automatically, whereas in contributory plans participation may be a 
matter of choice. The larger contributory plans tend to make membership 
mandatory. This is particularly true of the large public sector plans. 
On a national basis, less than two-thirds of the private sector member- 
ship are in compulsory plans, with the balance in plans where participa- 
tion is voluntary. Furthermore, according to the most recent study by 
Statistics Canada, "the number of plans that had a different participa- 
tion condition for men and women continued to decline so that in 1976 
only 1 per cent of all contributory plans had this variable condition 
compared with 3 per cent in 1974."(4) 


Generally, therefore, it can be said that eligibility provisions do 
not significantly inhibit participation. In the plans where employees 
are given a choice, there may be some reluctance, particularly among 
younger workers, to join up. Unfortunately there are no current data to 
measure the extent or magnitude of the refusal of eligible employees to 
participate when a plan is offered to them. It is difficult to say 
whether the multitude of plans with voluntary membership represent most 
of the small plans because they are offered to only relatively small 
groups of employees, or whether they are small because many eligible 
employees simply refused to join. A study conducted over a decade ago 
indicates that relatively few voluntarily remained outside a plan when 
offered.(5) By and large, plans are designed to exclude the high turn- 
over employees such as the very young, and short-service workers includ- 
ing seasonal and part-time employees. 


Furthermore, some plans restrict membership to specific classes of 
employees; even here, many employers operate separate plans for excluded 
groups. Most plans had a service and/or age requirement for entry which 
amounted to one year or less of service and, where this was combined 
with age, the minimum was usually age 18. At the other end of the age 
scale in most plans normal retirement age was 65. Thus within the pro- 
visions of most plans participation was confined largely (but not neces- 
Sarily exclusively) to employees between the ages of 18 and 64.(6) In 
selecting age 18-64 as the age limits for this study other factors were 
also considered. 
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Age 


The labour force by definition includes all workers from the age of 
15 and over but not all age groups fall within the orbit of pension 
coverage, particularly the very young and those 65 and over. The very 
young, those between ages 15 and 19, are at the threshold of their work- 
ing careers. Of those who do enter the labour force, many do so on a 
temporary basis only, dividing their time between school and work. Even 
those who are more permanently attached to the labour force have a high 
incidence of job change. According to an Economic Council of Canada 
Study, job mobility tends to be more pronounced among young workers who 
have a high propensity to move from job to job in search of satisfying 
work.(7) This tendency toward high job mobility accounts for the insti- 
tutional restrictions on their membership in private plans. Further- 
more, even when given a choice, youngsters do not save for old age; they 
are primarily concerned with current consumption. Thus personal choice, 
employment patterns, and institutional practices combine to severely 
restrict membership. However, since age 18 is the lower age limit for 
CPP participation it was taken as the lower age limit for this study. 


Also to be considered is the upper age limit for participation, in 
most cases age 65. Over the past decade or so an interesting phenomenon 
has been developing in the employment pattern of the 65 and over. De- 
mographic trends point to a growing proportion of the population concen- 
trating in the age 65 and over group. Yet their participation in the 
labour force has been gradually declining. To some extent this trend 
can be attributed to the availability of private and public retirement 
benefits. Also contributing is the increasing tendency for private pen- 
Sion plans to have age 65 as the normal retirement age. Most workers 
when given the opportunity tend to retire as early as possible, partic- 
ularly if assured of pension benefits. Thus, the terminal age for the 
pension target population could reasonably be taken to be age 64. 


Employment Patterns 


As noted above, because of the employer-oriented objectives, em- 
ployment pension plans are designed primarily for employees with pros- 
pects of a continuing input into their employer's operation, and there- 
fore tend to exclude part-time employees. Conceptually, this component 
of the labour force is defined as those who usually work less than 30 
hours per week, exclusive of those who usually work less than 30 hours 
per week but consider themselves. to be employed full-time.(8) In 1976 
there was a total of over 394,000 part-time workers employed in Ontario, 
representing somewhat less than 12 per cent of total paid workers in the 
province. Significantly, however, 70 per cent of these were women, most 
of whom were employed in the private sector. In aggregate, one out of 
five women paid workers in Ontario had part-time employment in 1976, 
whereas less than 6 per cent of the male paid workers had part-time 
jobs. Thus, exclusion of this pattern of employment reflects most heav- 
ily on women. Nevertheless, without minimizing the need or rationale 
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for extending protection to the increasing numbers of women whose em- 
ployment pattern to a significant degree falls in this category, in 
terms of the program's objectives, part-time workers fall outside the 
target population for which benefits were designed. 


Performance of System as Designed 


Based on these criteria the composition of the labour force which 
employment pension plans were designed to cover consists of full-time 
employed paid workers aged 18 to 64. In 1976 the estimated annual 
average of this group of workers in Ontario was 2,913,000. For the same 
period, pension plan membership in Ontario, exclusive of the armed 
forces, was 1,585,000. ‘Thus, 54.4 per cent of the target labour force, 
as restrictively defined in this section, participated in private plans, 
and all were also covered by the CPP. 


In broader terms, however, one must look beyond the performance of 
the system as designed and examine the extent of private plan coverage 
for a wider, more extensive segment of the working population. The next 
section, therefore, will examine the "target" labour force in wider and 
more general terms and will analyze the resultant coverage in greater 
detail. 


COVERAGE OF REDEFINED TARGET POPULATION 


The major point of departure for this section will be treatment of 
the part-time workers. Since the analysis will be centred on the target 
population as redefined in this section, the significant characteristics 
of the covered population will be examined in detail. This will include 
a review of the variations in coverage by sector, age, and sex of paid 
workers, with some comment on the role of the RRSP for the self- 
employed. The coverage gaps revealed here will be examined in more 
detail in the concluding section together with an overall review of non- 
covered workers including the unemployed and non-paid family workers. 


Part-time Workers 


Nearly 10 per cent of employed paid workers are classified as part- 
time employees, but most of these are women. Because many women split 
their working years with a period for child-bearing and child-rearing, 
their full-time employment years tend to be shortened; and many are 
able, or elect, to work on a part-time basis only. Consequently, in the 
past, part-time employment has been a predominant pattern for women; and 
as noted earlier, one of five women in paid employment has a part-time 
job. With women becoming an increasingly significant element in the 
labour force, part-time workers justifiably could be included in the 
pension target population that forms the basis for evaluating coverage. 
Table 2 shows an estimate of employed paid workers in Ontario in 1976 
who were between age 18 and 64 and so constitute the "target population” 
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thus far defined. Accordingly, out of a total target of a work-force of 
3,218,000 there were 1,585,000 workers in private pension plans, repre- 
senting a coverage ratio of over 49 per cent. 


Students 


The role of students in this analysis requires special comment. As 
noted earlier, young people are spending more time at school to acquire 
advanced knowledge and skills so as to be more competitive in the labour 
market. Although over this period they may enter the labour force on a 
full-time basis for part of the year or have part-time employment, 
availability of pension coverage over this period is not significant. 
Therefore, to the extent that students are counted in the labour force, 
one could justifiably exclude them from the target population for pen- 
sions. Measuring their labour force participation, however, presents 
certain data problems. 


Conceptually, students, and incidentally housewives as well, are 
Specifically classified as "not in the labour force." Only when they 
actively seek work or take a job are they included. Thus when students 
Start working during their summer break, taking either full-time jobs or 
part-time work (as defined herein) they swell the ranks of the employed. 
In reality there is an ebb and flow of students into and out of the la- 
bour force over the year. Also to some extent full-time students may 
have part-time jobs that bring them into the orbit of the labour force. 
By selecting age 18 as the lower terminal age, the impact of student 
labour force participation has been greatly reduced. However, with the 
tendency for young people to extend their schooling years, some added 
adjustments might be made, particularly at the 18-24 age levels. The 
extent to which students in these age categories are in the labour force 
can be measured only in broad terms because precise data are not availa- 
ble. At best, one must rely upon special studies of student employment 
which have been limited to specific months of the year. These data are 
not readily comparable to the seasonally adjusted annual average so that 
only rather broad estimates can be made. According to an unpublished 
special study produced by Statistics Canada in 1971, it was estimated 
that in April of that year 23 per cent of the youth in the labour force 
between ages 14 and 24 were students, with heavy concentration among 
those between 14 and 19. If one were to project this figure, it might 
be assumed that approximately 20 per cent of the paid workers in this 
age group, On average, were students. The difference in coverage re- 
sulting from excluding students is marginal at best. 


Based on the broader "target" population which includes part-time 
employees and adjusts for students, in 1976 over half (50.4 per cent) of 
paid workers in Ontario participated in an employment pension plan - all 
of whom also had CPP coverage. Participation was much higher for men, 
amounting to nearly 58 per cent while only 39 per cent of women had 
coverage. 
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Coverage by Sector 


A closer examination of coverage in more detailed components of the 
work force provides greater understanding of the role employment plans 
play in providing a vehicle for retirement Savings. As may be seen in 
Table 3 nearly 58 per cent of the men participate in a plan whereas only 
Slightly over one-third of the women do so. Significantly, however, the 
pattern of coverage varies widely from the public to the private sector. 
Coverage in the public sector is virtually universal with 92 per cent of 
the men and over 98 per cent of the women in a pension plan. Labour 
force data do not provide a precise split between federal and provincial 
public employment. Nevertheless, a very rough estimate indicates that 
employees at all levels of provincial government activity have coverage 
which runs as high as 98-99 per cent. Federal coverage tends to be 
somewhat lower, indicating a certain amount of part-time employment 
which would keep the coverage level down. In aggregate, just under 95 
per cent of all workers employed in Ontario by all three levels of 
government have pension coverage. Thus the coverage gap in the public 
sector is virtually non-existent. 


The main shortfall in coverage, therefore, may be found in the pri- 
vate sector. Just under half of the men working for wages and salaries 
in this sector participate in a private plan. But the largest shortfall 
is among women; just over one in five have coverage. Well over three- 
quarters of the women are outside a plan; many of these are part-time 
workers, a group that generally tends to fall outside the scope of pri- 
vate programs. 


Table 3 
Coverage of Employed Paid Workers in Ontario Age 18-64 by Sector and 
sex, 1976 


Sector Men Women Both sexes 
(Per cent) 
Public sector 92.3 98.4 94.8 
Private sector 49.4 Des 39 yal 
Both sectors 5758 38.6 5024 


Coverage by Age and Sex 


Estimates of age distribution of plan members were based on income tax 
data. This source provides a distribution only of those who contributed 
to a private pension plan and therefore does not include members of non- 
contributory plans. 


It is recognized that the different eligibility conditions between 
contributory and non-contributory plans could affect the age distribu- 
tion. Whereas contributory plans may have a minimum age requirement for 
participation, membership in non-contributory plans is usually uncondi- 
tional, so that coverage starts with employment. Consequently, there 
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may be a greater number of young workers in non-contributory plans. 
Since there are no data to adjust for this difference, there may be a 
slight distortion at the younger age levels between 18 and 24. Never- 
theless, since tax data cover nearly three-quarters of all plan members 
in Ontario, it may be taken as a good indication of the order of mag- 
nitude of participation in private pension plans by the various age 
groups. 


As may be seen in Table 4 the highest coverage ratios were found in 
the prime working ages. At the lower age extremity only 27 per cent of 
employed paid workers in the 18-24 age group were ina plan. At the 
other extreme about one-third of the workers aged 65 and over were 
covered; probably most of these were in the private sector. Pension 
coverage in 1976 was largely concentrated between the ages 25 and 64. In 
the younger age groups, 25 to 44, it was estimated that over half (52 
per cent) were plan participants. At the older levels, in the age group- 
ing 45-54, the ratio went up to over 59 per cent and those aged 55 to 64 
had a coverage ratio of over 68 per cent. 


Generally coverage was more comprehensive among men with the major 
gaps appearing among women workers. At all age levels coverage was 
higher. Nearly one-third of the men between the ages of 18 and 24 were 
plan members. Nearly 55 per cent of the next age group had coverage. 
From age 35 onwards at least two-thirds of the men had coverage rising 
to over 80 per cent of those in the age group of 55-64. 


As noted earlier, the significant gaps are found among women 
workers; and since most women engaged in public sector employment have 
pension protection, it follows that the gap is almost entirely in the 
private sector. As may be seen in Table 4 women under age 35 have 
comparable coverage to men at those age levels. It may be that this 
coverage rate reflects a changing employment pattern emerging for the 
current generation coming into the labour force. Kreps points out that 
there is evidence that the work-life cycle for women is increasing with 
higher levels of labour force participation. She points out that "“... 
there is increasing evidence that young women now in the labour force 
have much stronger attachments to the labour force than was true of 
earlier cohorts and that they are less likely to return to full-time 
home work either to meet family responsibilites or because the job 
market is unfavourable."(9) Should this trend continue, then, as the 
current younger generations move up through the age scale, and women's 
employment patterns move from the present concentration in part-time 
jobs to full-time activity, coverage levels should also increase. In 
the meantime, as may be seen in Table 4 women in their middle ages have 
a far lower rate of pension participation than men. At the ages 35-44 
about two-thirds of the men and only one-third of the women have cover- 
age. The contrast is even sharper for the 55-64 groups, with only 44 
per cent of the women and nearly 81 per cent of the men being active 
members of a plan. 
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RRSPs as a Vehicle for Pension Savings 


A program which has come to assume an ever-increasing role in in- 
come support for the elderly is the Registered Retirement Savings Plan 
(RRSP). It was designed primarily as a personal retirement savings 
vehicle. Individuals who feel they will need more than the benefits 
offered by the CPP or their employment pension plan can set up a per- 
sonal retirement savings program through this system. Within certain 
limits, contributions may be deducted from taxable income before calcu- 
lation of income tax. Earnings on RRSP investments are accumulated, 
tax-free, until retirement when the money may be used for an annuity. 
At this point payments as received become taxable but presumably (though 
not necessarily) at a lower tax rate since income tends to be reduced. 


Different contribution ceilings apply for private pension plan 
participants than for non-participants. Non-participants, whether em- 
ployees or self-employed, may contribute up to 20 per cent of earned 
income to a maximum of $5,500. Contributors to employment plans are 
limited to 20 per cent of income up to a maximum of $3,500, reduced by 
their pension contributions, so that in total their pension savings may 
not exceed $3,500 for tax deferment purposes. 


When introduced in 1957 RRSPs were originally intended for the 
self-employed, to give them the same tax deferred pension savings oppor- 
tunities as were available to contributors to occupational pension 
plans. From these early beginnings they were rather slow to take root; 
only in recent years have they become a significant savings vehicle, 
widely used not only by the self-employed but by private plan members as 
well. In addition, group RRSPs have become popular among employers, 
either as a supplement to an existing non-contributory plan, or as a 
substitute for an employer-sponsored plan. 


Tax treatment of RRSP contributions has tended to increase parti- 
Ccipation to the point where annual purchases now equal or even surpass 
total employee contributions to private pension plans. But this level 
of participation built up slowly over the years. Almost ten years after 
their inception, less than 2 per cent of total tax filers in Canada in 
1966 contributed to RRSPs. Proportionately the level increased better 
than fivefold over the next decade; in the 1976 tax year 10.5 per cent 
of the tax filers reported RRSP participation. In absolute terms the 
numbers rose from far less than 100,000 contributors in 1966 to nearly 
250,000 in 1970, and over the next six years skyrocketed to 1,225,000 
persons in Canada in 1976, nearly half of whom (525,000) were in 
Ontario. In dollar terms the growth is even more impressive. Over the 
1970s alone they rose from over $225 million in Canada as a whole during 
1970° towS2,71)5)midl loneine 29767 with. caxtotal ofS 846: mids aoneansOnvar1o 
alone. 


While RRSPs were designed as a pension savings instrument, partici- 
pation in them may be linked to the tax treatment of contributions - 
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thus, to some extent, transforming them into a tax shelter. Indeed one 
can trace the growth in participation, and more specifically the rapid 
rise in contributions to changes in maximum allowable levels. For ex- 
ample, the limits rose in 1972 from a maximum of the lesser of 10 per 
cent of earnings or $2,500 for non-participants and $1,500 for pension 
participants to 20 per cent or $4,000 for non-participants and $2,500 
for participants. This has since been raised to the current level of 
$5,500 and $3,500 respectively. These changes undoubtedly contributed 
to the sharply increased volume of activity, since after each change 
there was a sharp rise in purchases. At the same time, however, it 
must be recognized that not all the money channelled into RRSP funds 
necessarily end up as pension savings. 


The Commission's Consumer Survey shows that a very high proportion 
of RRSP holders intend to use these funds for retirement. When asked 
how they intended to use their RRSPs most (80.1 per cent) replied that 
they planned to keep them for retirement. Another 7 per cent said they 
intended to use at least part of these savings for retirement. (10) 


It is evident from the Commission's survey that RRSPs provide an 
important means for accumulating retirement savings. Table 5 puts into 
another perspective the role of RRSPs for Ontario taxpayers, showing 
their numbers by income group, average contributions, and the proportion 
of total tax filers in each income group who participated in this form 
of savings. Although aggregate figures are available for 1976, the de- 
tails presented herein are not yet available for that year so 1975 data 
have been used. Since in aggregate contributors rose from slightly over 
9 per cent in 1975 to about 10.5 per cent of all tax filers in Canada in 
1976 the figures as distributed in Table 5 will not change Signifi- 
cantly; therefore the 1975 data may be assumed to be indicative of pre- 
vailing patterns. 


AS may be seen in Table 5, RRSP participation is directly related 
to income. As income increases, more money is available for discretion- 
ary Savings. Consequently, although in aggregate only 9 per cent of tax 
filers had this form of savings, the proportion ranged from less than 
half of 1 per cent to over 52 per cent according to income. At the mid 
and lower income levels of those with incomes of less than $10,000 per 
year, relatively few tax filers made any contributions to an RRSP. Be- 
yond that, at the higher income levels, it increased sharply with well 
over one-third of those earning $20,000-$24,999 in 1975 contributing to 
an RRSP. Well over half of those with $25,000 or more did so. 


In aggregate there were nearly 437,000 tax filers in Ontario who 
contributed, on average, $1,376 to an RRSP in 1975. In the following 
year these figures increased to 525,000 persons with an average contri- 
bution of $1,611. As one would expect, these averages mask the actual 
range of contributions made. At the low end of the income scale rela- 
tively few persons with annual incomes of less than $3,000 had an RRSP 
and on average contributed around $300 in 1975. Those with incomes of 
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$10,000 or more, who presumably are more able to set money aside for the 
future, on average contributed $959 in the $10,000-$14,999 level, in- 
creasing to $1,665 for those in the $20,000-$24,999 range, and $2,462 
for those earning $25,000 or more. None of the averages reached the 
maximum allowable, although undoubtedly individuals at virtually all 
income ranges made such contributions. These are masked, in part, by 
the lower allowable levels for the dual contributions - that is, from 
those who contributed to both an RRSP and an employment pension plan. 


As noted earlier, RRSP contributors are concentrated at the higher 
income levels. Table 5 shows that over 83 per cent had annual incomes 
of $10,000 or more. Furthermore, in this group it is estimated that 
some 45 per cent were dual contributors as defined above. Indeed, 
nearly all dual contributors were at this income range; very few - less 
than 10 per cent in most lower income levels - contributed to a private 
pension plan as well. 


Table 5 
Registered Retirement Savings Plans Contributors in Ontario by Income 


Showing Average Contribution and Proportion of Tax Filers Contributing, 
1975 


Proportion 
of tax filers RRSP Contributors’ Average 
Income with RRSPs number percentage contribution 
(Dollars) 

Under 2,000 AP 1,889 4 295 
2,000- 2,999 oD 17852 4 cual 
3,000- 3,999 a) 3,047 a7 388 
4,000- 4,999 RS: 4,430 0 486 
5,000- 5,999 9 5,509 1S 529 
6,000- 6,999 Se OF Biz Ded 625 
7,000— 7,999 5.0 1397332 ee 664 
8,000- 8,999 6.6 16,803 SiGe: 733 
9,000- 9,999 6.6 T6F135 Ser. 828 

10,000-14,999 Wet 119,431 IX os, 959 

15,000-19,999 209 99,908 2269 L287 

20 ,000-24 , 999 35.4 58 , 163 Jes ies: 1,665 

25,000 and over bo. 2 86,676 1979 2,462 

Total Bh 436,987 100 376 


Source Statistics Canada, special tabulations of income tax data. 


These patterns of concentration at the higher income levels logi- 
cally occur not only because these persons are most likely to have 
surplus for savings, but they also have more to gain because of their 
higher marginal tax rates. To some extent also, at these levels parti- 
cipants in employment plans feel they may need more retirement income 
than their existing programs provide; they are more likely, and more 
able, to supplement these through the RRSP. 
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As Originally intended, there is no doubt that many self-employed 
take advantage of opportunities for tax-sheltered pension savings 
through an RRSP. In any one year the exact number who do so, however, 
can only be estimated from existing income tax data. Special tabula- 
tions of income tax data can identify individuals who in the tax year 
contributed to both an employer plan and an RRSP; but this source is not 
sufficiently sensitive to isolate members of non-contributory pension 
plans who contributed to an RRSP. It must be assumed that non- 
contributory plan members, particularly those at the higher income 
levels, would also supplement their retirement savings. Nevertheless, 
On a national basis, fairly good estimates of self-employed RRSP parti- 
Cipants may be compiled. 


The extent of participation in pension savings via RRSPs by the 
self-employed in Ontario may be derived from national data produced by 
special tabulations of income tax data. Since the special taxation 
tabulations show that over 40 per cent of the RRSP contributors were in 
Ontario in 1975 (the latest year for which data at the required level of 
detail are available) the national pattern can be said to be representa- 
tive of Ontario. A review of contributors to RRSPs by occupation shows, 
among other details, that in some professional classifications as many 
as 60 to 70 per cent contributed to RRSPs. In aggregate, however, about 
16 per cent of all self-employed in Canada had this type of savings. On 
this basis it may be said that out of the 271,000 self-employed in 
Ontario in 1976, at least 43,000 had an RRSP. 


It would appear therefore that RRSPs as an instrument for tax- 
deferred retirement Savings are used not only by the self-employed but 
by others as well. While admittedly RRSPs are used for tax-sheltered 
Savings, it would appear that this is not an extensive practice and 
annual “cash-outs" are not too widespread. This is confirmed by the 
Commission's survey and is further reflected in the large and growing 
specialized funds being accumulated by the financial institutions from 
this source. With the high incidence of dual contributors among RRSP 
holders it is evident that to a very large extent these savings are used 
as a supplement to existing employment pension plans. Furthermore, with 
cash flows of well over $2 billion annually, RRSPs in their own right 
have become a major financial institution. With a large proportion of 
these funds flowing from Ontario taxpayers the significance to the prov- 
ince is considerable. 


Analysis of the Commission's Consumer Survey provides further 
details on the role of RRSPs in the retirement savings practices of 
Ontario citizens. 


NON-COVERED WORKERS AND THEIR PROSPECTS FOR COVERAGE 


An appraisal of prospects for extending pension coverage must take 
into account the principal characteristics of those not covered. The 
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outline below identifies and quantifies the major groups not covered; 
this section will examine each group and discuss the prospects for ex- 
panding their participation in employment pension plans. 


Table 6 
Workers in Ontario without Pension Coverage, 1976. Who Are They? How 
Many Are There? 


Who are they? How many? 
Unpaid family workers 34,000 
Unemployed 242,000 
Self-employed 271,000 
Uncovered paid workers 1,554,000 
Public sector 837, 000; 
Men 29,000 
Women 4,000 
Private sector 1,521,000 
Men 779,000 
Women 742,000 
Total 2, LOL 000 


Unpaid Family Workers 


As long as pension coverage is confined to the employment relation- 
ship these 34,000 workers automatically will be excluded. This applies 
to the CPP as well. In the latter case, however, public policy may 
change to include specific groups - for example, housewives who were ex- 
cluded from the CPP because they had no earnings on which to base either 
contributions or benefits. 


Unemployed 


As long as the 242,000 workers are in this category, they are not 
only outside the scope of private pension coverage but also fall outside 
of coverage by the CPP as well. Both programs confine membership to 
those with earned income from employment. Aside from this restriction, 
the age composition of the unemployed is another factor that places many 
in this group outside potential coverage. 


Unemployment generally tends to be much higher among young workers 
than older ones. A study in the United States found that there is an 
increase by age in the stability of labour force participation. Unem- 
ployment and job change was much higher for those under age 25 than for 
Older workers.(1l) This was further substantiated by an Economic 
Council of Canada study which concluded that young workers have a high 
propensity to move from job to job in search of satisfying work. (12) 
Indeed, of the 242,000 unemployed in Ontario in 1976 nearly half were 
under age 25. Because of the tendency toward high job mobility among 
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young workers, their membership in private plans is restricted. Thus a 
Significant proportion of the unemployed are the young to whom pension 
coverage is a secondary consideration at best, and who generally could 
not expect to be covered until they are older. 


In times of high unemployment, however, there are some related 
concerns. Generally speaking, within individual firms, workers with the 
least seniority are the first to be released; existing plan members tend 
to be the last to be affected since membership assumes at least a mini- 
mum period with the same employer. However, when economic conditions 
deteriorate and unemployment reaches high levels even long-term workers 
are affected. Under these conditions, when unemployment becomes so per- 
vaSive as to affect plan attachment, it interrupts or even stops benefit 
accumulation and so reduces the likelihood of a good pension, or even 
any pension at all, being accumulated. This raises the question of 
preservation of accrued benefits. The CPP at least preserves earned 
benefits by locking in both employer and employee contributions. An- 
other closely related question is whether an unemployed person, partic-— 
ularly if unemployment is over an extended period, would prefer to eat 
now or save for old age. 


Some countries have used pension programs to ease their unemploy- 
ment problems. They have reduced retirement age and provided incentives 
for older workers who could not find employment to join the retirement 
rolls. In the process, however, the retirement system is not used for 
the functions for which it was designed. Philosophically, income sup- 
port for the unemployed is fundamentally different from income Support 
for the elderly so that separate programs are designed and used to meet 
each contingency. One cannot be used to resolve the difficulties of the 
Other without seriously eroding and disrupting the program. 


Non-coverage of the unemployed is not primarily a reflection on the 
pension system but is largely the result of prevailing employment and 
economic conditions which are outside the realm of pensions. The basic 
problem is to bring these workers into gainful employment. 


Self-Employed 


All the 271,000 self-employed in Ontario are, by definition, 
covered by the CPP. Supplementation of these benefits is largely the 
responsibility of the individual. As discussed above, there are tax 
incentives to induce the self-employed to save systematically for old 
age through the RRSP. And as noted, at least 16 per cent take advantage 
of this opportunity. Even at this level, when one considers the at- 
tractive tax benefits for RRSPs.it is surprising that so few of the 
self-employed take advantage of this savings vehicle. To a large extent 
personal savings and other asset accumulations no doubt constitute the 
major source for income replacement in old age for the self-employed. 
Thus coverage for most of this group is primarily a matter of self- 
determination. 
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Non-covered Paid Workers 


The 1,554,000 persons in this segment of the work-force constitute 
the largest single group outside the private program, though virtually 
all are in the CPP. Not only does this category represent nearly 
three-quarters of all persons without coverage but is most likely to 
serve as the mechanism for ultimately bringing the unemployed under 
private plans. Therefore, this is the group that requires special 
attention. 


It is estimated that pension plan sponsors employed about two- 
thirds of the paid workers, but not all of them participated in their 
employer's plan.(13) Many employees, for a variety of reasons, do not 
participate even when a plan is available. Some workers are temporarily 
excluded because they have not yet fulfilled eligibility requirements of 
the plan. Others, when given the choice, elect not to join. Plans tend 
to make participation a matter of individual choice where employee con- 
tributions are involved, particularly in contributory plans. Studies 
have shown that as many as 10 per cent of the employees on payroll when 
given the choice elected not to join available plans even though they 
were eligible. (14) 


Virtually all, 98 per cent, of those not covered in 1976 were in 
the private sector where the major shortfall exists. Of the 1,521,000 
in the private sector who were without a private plan, nearly half were 
women. Of those, one in five were in part-time employment which, as was 
noted earlier, leaves them outside the scope for potential participa- 
tion. Only 8 per cent of the men were in this category. Among the men 
in this category a high ratio tended to be under age 25 —- the high turn- 
over group most likely to be excluded from plans. Presumably as these 
workers grow Older their potential for coverage increases. 


These data show the situation in 1976 and do not fully reflect the 
impact of the human rights legislation particularly on pension plans. 
Generally speaking there already were limited restrictions on women in 
plans and the few remaining differences were rapidly disappearing. (15) 
Once the human rights legislation is fully reflected in plans these 
marginal differences will disappear altogether. The major remaining de- 
terrent to expansion of coverage for women therefore will be their pat- 
tern of employment. The current trend points to extended labour force 
participation by women. When combined with increased awareness of the 
need for long-term planning for retirement, the prospects for expanded 
coverage should increase. 


An overriding factor inhibiting greater coverage is the fact the 
pension plans in the private sector tend to be concentrated among large 
employers. In Canada as a whole, fewer than 16,000 plans were in opera- 
tion in 1976 among some 600,000 business entities. A similar ratio 
would apply to Ontario as well. Schulz points out that "a profile of 
these small employers would include the business proprietors found on 
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any typical small town Main Street or any large city neighbourhood 
shopping centre; the small retailer, the local restaurant, the service 
station, repair service, the barber and beauty shop, the doctor, the 
dentist, the auto dealer — and many, many more small employers of wage 
and salaried workers."(16) This accurately describes the situation in 
Ontario as well. It is among these small employers that many of the 
more than one and a half million non-covered workers are employed. 


What are the prospects for expansion in this area? The multitude 
of small employers have available to them two facilities that hold some 
promise for extension of coverage to their employees. The first of 
these is the multi-employer plan. It has the merit of spreading the 
cost of development and operation among a number of employers, bringing 
the unit cost down to a manageable level for individual employers. Sav- 
ings are made by using a prototype master plan for all participating 
employers. The other development holding promise for the small employer 
is the RRSP and particularly the group RRSP. It serves as a ready 
funding medium for money purchase arrangments having all the necessary 
qualifications to meet regulatory requirements. 


However, even with these developments there are other factors that 
tend to limit the degree of expansion among the small operators. The 
small firm tends to be relatively young in years. In the early years of 
development the priority for funds tends to be for business expansion 
rather than pensions. The small employer who owns his own business 
tends to view pension contributions as a personal cost. Finally, the 
small business owner is frequently an independent person who strongly 
believes that each individual is responsible for his own financial 
future. In the small family enterprise he may be more motivated by the 
need to provide for himself and his heirs than for his employees. 


Some of these restricting forces have been overcome through the me- 
dium of the multi-employer plans. There has been evidence of growth in 
this area, particularly in Western Canada. Also, the group RRSP is an- 
other vehicle available to the small employer. Its main merits are that 
at least it does not involve excessive development and operating costs 
and leaves the accumulation of funds largely in the hands and control of 
the workers themselves. 


Significant advances are thus being made in removing barriers to 
further extension of private pension coverage. There still are substan- 
tial gaps. These gaps in coverage cannot easily be removed entirely as 
long as workers move from employer to employer and private plans exclude 
participation during initial periods of employment. 


This review was focused primarily on existing employment patterns 
and trends that appear to be developing over a relatively short term. 
To go beyond that would be largely speculative. Yet in the light of 
demographic trends over the balance of this century and on into the 
twenty-first century some forward looking would be in order. It is 
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Obvious that as the baby boom generation passes through middle age and 
on to retirement, after the year 2000, their aging process among other 
things will have a serious impact on earning replacement programs for 
the retired. This is an appropriate time to at least make some informed 
judgments of what the future may bring so that adequate policies can be 
developed today to meet the contingencies of the future. The long-term 
issues are clearly outside the terms of reference of this study but in 
evaluating coverage, and particularly its potential growth in Ontario, 
one inevitably must come to grips with the implications of demographic 
trends. 
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NOTES 


(1) Although the self-employed have a somewhat higher minimum earnings 
level than paid workers, data detail did not allow for this 
adjustment. Numbers of contributors were invariably higher than 
annual average labour force and therefore contributors for each 
year were reduced by the ratio of difference. 


(2) See Dan M. McGill, Fundamentals of Private Pensions, Richard D. 
Irwin, Inc., Homewood, Illinois, p- 20. 


(3) Joseph J. Melone, and Everett T. Allen, Pension Planning: 


Pensions, Profit Sharing and Other Deferred Compensation Plans, 


Dow-Jones~Irwin Inc., Homewood, LlTinois, 1966, p. 17, also see 
McGill, Fundamentals of Private Pensions. 


(4) Statistics Canada, Pension Plans in Canada, 1976, ps. 32. 


(5) A very old study "Survey of Pension Coverage 1965" indicates that 
in Canada as a whole about 2 per cent of the paid workers chose 
not to join their employers' plan. 


(6) Statistics Canada, Pension Plans in Canada, 1974, p. 35. 
(7) Economic Council of Canada, "People and Jobs," pp. 90-94. 
(8) Statistics Canada, The Labour Force, Cat. 71-001. 


(9) Juanita M. Kreps, "Social Security in the Coming Decade: 


Questions for a Mature System," Social security Bulletin, March 
1S76ee pe 266 


(10) The role of RRSP as a pension savings program based on the 
Commission's Consumer Survey is discussed in greater detail in the 
separate study supplementing this report. 


(11) M.W. Riley, M. Johnson and A. Finer, eds. "Aging and Society," 
VOL 3, Deteleae 


(12) Economic Council of Canada, "People and Jobs," pp. 90-94, 


(13) Harry Weitz, "Private Pension Plan Coverage," see also "Pension 
Plans in Ontario Statistics 1963," The Pension Commission of 
Ontario, p. 4. 


(14) Statistics Canada, Survey of Pension Plan Coverage, 1960, Cat. 
74-506. 


(15) Statistics Canada, Pension Plans in Canada, 1976, Cavan /4—40 1. 


(16) James H. Schulz, "Pension Aspects of the Economiés of Aging: 
Present and Future Roles of Private Pensions," a working paper 
prepared for The Special Committee on Aging, United Stated Senate, 
Jantiary (970, pb. 260. 
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INTRODUCTION 


Two decades after its introduction in 1957, the Registered Retire- 
ment Savings Plan (RRSP) program has evolved into an important savings 
vehicle in Canada.(1) Initially the program was rather slow to take 
root, prompting one researcher in the mid-1960s to observe that "a tax 
deduction scheme that attracts only 1.4 per cent of eligible taxpayers 
must be judged something less than a smashing success."(2) Since that 
time it has been expanded and extended much beyond its initial limits 
and consequently attracted increasing taxpayer participation. By 1976, 
the latest year for which data are available, 10.5 per cent of the over 
12 million persons who filed income tax returns in Canada reported RRSP 
contributions. Significantly, the value of these payments reached a 
record level of well over $2 billion. With annual accumulations of this 
Magnitude the program has come to represent an important component of 
gross personal savings in Canada. 


To provide some insight into the role of RRSPs in the pension sav- 
ings system as well as a general profile of participants and their per- 
sonal characteristics, one must turn to income tax data as a primary 
information source. These data, however, have certain limitations. At 
best they provide a snapshot picture at a given point in time. As such, 
the data show the personal and other characteristics of all persons who 
filed a tax return and contributed to an RRSP in a given year. One can- 
not differentiate between single year contributors and those who make 
regular annual contributions. Some sense of the longitudinal patterns 
may be inferred from an examination of changes over time. Therefore, in 
this review some historical trends will be analyzed. 


A further limitation of this data source is that the annual pay- 
ments reported in income tax records represent gross inflow of funds. 
They do not reflect cash-outs that inevitably occur during the year. In 
the normal functioning of this program some of the funds are withdrawn 
to purchase annuities for eligible participants. Furthermore, and more 
important in terms of the focus of this study, those funds placed in the 
system for tax shelter purposes will obviously be withdrawn, and not 
kept as a long-term accumulation for future pension income. The degree 
to which the program serves as a pension savings vehicle rather than a 
tax shelter may be inferred from the magnitude of the funds accumulated 
over the three decades of its existence. It is estimated that at the 
end of 1978 RRSP aggregate savings in Canada amounted to well over $7 
billion, representing a substantial portion of the gross inflow since 
1957. Therefore, notwithstanding the regular withdrawals, this substan- 
tial accumulation suggests that by and large RRSPs are serving their 
primary function as pension savings. This is further corroborated by 
the Commission's Consumer Survey which shows that a high proportion of 
participants indicated that their RRSPs were purchased for pension 
income. 
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Subject to these limitations, income tax records provide a valuable 
data base for a study of RRSPs. To place the program in perspective, 
the first section of this study will review the growth of RRSPs in 
Canada over the 1970s, with emphasis on the 1976 tax year - the latest 
year for which complete data are available. This overview will be fol- 
lowed by an examination and analysis of the trends in Ontario. It will 
show the extent of participation in the province and the changing char- 
acteristics of participants in terms of age, income, sex, and contribu- 
tion level. 


OVERVIEW OF RRSPs IN CANADA 
Proportion of Tax Filers in Canada with RRSPs 


There has been a dramatic growth of participation in RRSPs by 
Canadians over the first half of the 1970s. In relative terms, parti- 
cipation remained at a low level in the first decade of the program's 
existence, and it was only in the 1970s that RRSPs came into their own. 
The growth was not only among men but more significantly, as more and 
more women joined the labour force, an increasing proportion used this 
type of savings. Participation ranged from a low of 1.2 per cent of 
women who filed tax returns in 1969 to 6 per cent in 1976. Among men, 
it rose from 2.8 per cent to 13 per cent over the same period. The full 
impact of this expansion comes into sharper focus when one realizes that 
over this same period the total number of persons in Canada who filed 
income tax returns grew enormously from nearly 8.5 million to well over 
12.3 million persons in 1976. Therefore, over this period an increasing 
proportion of a sharply rising number of tax filers entered the program 
so that in absolute terms the expansion was very extensive indeed. 


Table l 
Proportion of Tax Filers in Canada with RRSPs, by 
Sex, Selected Years, 1969-1976 


Men Women Both sexes 
(Per cent) 
1969 20 ate ye: 
1973 8.8 Dai 6.9 
1975 lads 6 4.9 9.0 
1976 1353 O-I2 L025 


Source Non-published data provided by Revenue 
Canada, Taxation. 


Growth in Contributions and Membership 
This expansion was reflected not only in the number of RRSP pur- 
chasers, but also in the remarkable growth in both total and average 


contributions over the past few years. This shows up sharply in Table 2 
which shows contributors, average and total contributions to RRSPs by 
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province. In national terms fewer than a quarter million persons who 
filed income tax returns in 1969 participated in the RRSP program and 
contributed $178.6 million. By 1975 their numbers rose to over one mil- 
lion, and in aggregate they set aside well over one and a half billion 
dollars into RRSP accounts. Continuing the sharp upward trend in the 
following year, more than one and a quarter million tax filers in Canada 
purchased over $2.115 billion worth of RRSPs. Over this same period the 
average contribution nearly doubled from $867 in 1969 to $1,638 by 1976. 


Within Ontario as in the rest of the country, the response rate to 
the RRSPs brought increasing numbers into the program over the course of 
the 1970s. Participation rose considerably from the 89,459 who contrib- 
uted in 1969 to well over half a million tax filers in 1976 (525,144). 
Comparable increases were recorded in the other provinces, but by far 
the largest number of participants were in Ontario.’ Consistently 
throughout this period, about 40 per cent of the active contributors in 
each tax year were in Ontario. Quebec, which was second in terms of 
numbers, by 1976 had only slightly over one-quarter million persons in 
the program. 


Average contributions by Ontario participants closely followed the 
national average and usually was well below that of the western prov- 
inces, where on average the largest contributions were made. In 1969, 
for example, Ontario contributors on the average paid $859 into an RRSP, 
surpassed by Quebec with $867. Of the western provinces only Alberta 
and British Columbia surpassed this figure with an average of $908 in 
Alberta and $938 in British Columbia. By 1976 contributions nearly 
doubled, but the gap between the Ontario average and that of the West 
widened. Ontario, with an average of $1,612 per RRSP was well below the 
$1,815 level for Alberta and $1,744 for British Columbia; but surpassing 
all of these and recording the highest level in the country was 
Saskatchewan, with average contributions of $1,999. Indeed, through the 
1970s, Saskatchewan participants unfailingly surpassed the other prov- 
inces in average contribution levels. 


Accumulated RRSP Funds in Canada 


Increasing contribution levels and rising participation are re- 
flected in a steadily growing flow into RRSP funds. As may be seen in 
Table 3, what started out to be a trickle of funds in the mid-1950s and 
early 1960s became a veritable flood by the early 1970s. In the first 
ten years of their existence from 1958 to 1967, gross contributions into 
RRSP funds amounted to about half a billion dollars ($547 million). But 
over the next ten years the accumulated gross inflow swelled to more 
than $9.6 billion. 


In 1977 alone, contributions amounted to well over $2.3 billion, 


more than double the amount contributed in the first ten years of the 
program. 
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Effect of Tax Changes in Ontario 


Taxpayer participation in RRSPs appears to be responsive to the 
level of tax deferment allowable. Historically, each upward adjustment 
in allowable contribution ceilings has brought increasing numbers of 
taxpayers into the RRSP market, with a resultant sharp rise in gross 
contributions. Table 3 clearly shows these benchmarks. After a period 
of moderate year-to-year increases in gross cash inflows, the pattern 
was interrupted in 1975 by a sharp rise of some 42 per cent over the 
previous tax period. This appears to have been in response to a 1965 
amendment which increased the contribution ceiling from the lesser of 10 
per cent of income or $1,500 for contributors to private pension plans 
and $2,500 for all others, to 20 per cent of income, but with dollar 
limits unchanged. The next peak appears in 1972. In that year contri- 
bution limits were raised sharply, to the lesser of 20 per cent of 
eligible income, or $2,500 for private plan contributors and $4,000 for 
Others. At this point gross contributions more than doubled to over 
$645 million in 1972 from $319 million the previous year. In 1973, the 
second year in which these higher contribution levels applied, gross 
RRSP contributions rose by another 43 per cent; they fell back in 1975 
to a growth rate of 23 per cent, but still amounted to well over $1.5 
billion. The last increase in allowable limits was made in 1976, rais-— 
ing the dollar level to $3,500 for contributing plan members, $5,500 for 
Others. In that year the taxpayers responded by increasing their input 
into RRSPs by some 39 per cent, bringing the total to a new high of 
$2.115 billion for a single year. Although the contribution level con- 
tinues to grow, preliminary figures for the 1977 tax year indicate that 
another $2.355 billion were placed in RRSPs, for a lower growth rate of 
1l per cent. Any conclusion to be drawn from this apparent downward 
trend in growth rate would be very speculative and premature at this 
time, Since a single observation cannot be construed as indicative of a 
trend. 


It should be emphasized, however, that the trend shown in Table 3 
represents only the gross inflow into RRSP accounts and not the net 
amount that remains for long-term accumulation. Obviously, if the in- 
flow is responsive to tax stimulus, some portion at least must be tax- 
sheltered funds and therefore subject to withdrawal. Also, over two 
decades of operation, the program contains some element of matured hold- 
ings that must be withdrawn to purchase annuities. The question arises, 
therefore, how much of the more than $10 billion that streamed through 
RRSP accounts still remains for long-term accumulation to provide pen- 
Sion income for holders? 


Comprehensive data related to total assets held in RRSP funds are 
not available, but some broad estimates can be made. Fairly complete 
data of net RRSP holdings by trust companies and mutual funds can be 
derived from recently published material.(3) The major information gaps 
are the insurance company RRSP funds which, in practice, represent a 
relatively small proportion of total RRSP sales. The relative size of 
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insurance company activity in the RRSP program may be seen in unpub- 
lished data from Revenue Canada, which show the number of new RRSP ac- 
counts that came into existence in the 1976 tax year. Of the nearly 
705,000 new accounts in 1976, less than 180,000 were with insurance com-— 
panies; in other words, they had about one-quarter of the new business 
in 1976. Data for these current funds as well as past accumulations are 
not available, with one minor exception. That is the RRSP component of 
insurance company segregated funds designed primarily for the private 
pension industry. Of the total segregated fund assets of well over $3.5 
billion in 1977(4) only $200 million were RRSP allocations. 


Table 3 
Contributions to RRSP Funds in Canada, 1958-1977 


Annual contributions Annual increase 
(Thousands of dollars) (Per cent) 

1958 19,004 = 
1959 20,000 (a) 5 
1960 27,526 - 
1961 34 S22 25 
1962 40,456 18 
1963 46,456 LS 
1964 57,704 24 
1965 81,997 42 
1966 100,618 23 
1967 118,864 18 

1958-1967 546,947 
1968 142,618 20 
1969 178,600 25 
1970 225,200 26 
1974: 319,800 42 
1972 645,100 100 
1973 922,600 43 
1974 1,243,700 35 
1975 1,524,500 23 
1976 Zlib 00 39 
1977 2),505,000(b) a 

1968-1977 9,672,618 

1958-1977 10, 2914565 


a Estimate 
b Preliminary figure provided by Revenue Canada, Taxation. 


Source Revenue Canada, Taxation, Taxation Statistics, Annual reports 
for Taxation Years 1958-1976. 


Based on these data, it is estimated that by the end of 1977 assets 
held in RRSP funds, exclusive of those held by chartered banks and in- 
Surance companies (other than their limited segregated component) 
amounted to well over $6 billion. The actual amount undoubtedly is con- 
Siderably higher; as a conservative estimate the assets could be ex- 
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pected to amount to between $6 and $7 billion, and probably closer to 
the $7 billion figure. On this basis, therefore, the actual flow- 
through of $10 billion paid into the RRSP program since its inception 
has ended with a 30 to 35 per cent net cash-out. This is not out of 
line with the cash-out rate one would expect from a program where ap- 
proximately 80 per cent of the participants indicated that their pur- 
chases were made for pension purposes as disclosed in the Commission's 
Survey. The assets remaining in RRSP funds largely represent net sav- 
ings for pension purposes. As such, they constitute a very substantial 
pool of funds accumulated as part of personal pension programs. The 
following sections will look at these discretionary savings in Ontario. 


RRSPs IN ONTARIO: HISTORICAL TRENDS 


This section will be limited to a review of RRSPs in the 1970s, a 
period which has seen tremendous growth in numbers and volume of pur- 
chases in Ontario as well as in the rest of the country. As noted 
above, participation in RRSPs has been stimulated by significant changes 
in maximum contribution levels. Furthermore, as more and more women 
entered the labour force, increasing numbers participated in the RRSP 
program, swelling further the funds put aside in this savings vehicle. 


Table 4 shows how participation of tax filers in Ontario increased 
over the 1970s. In aggregate, the proportion of tax filers in Ontario 
with RRSPs followed closely the national pattern. By 1976, Ontario 
participants represented 10.7 per cent of all persons who filed a tax 
return in Ontario, compared with 10.5 per cent for all of Canada. 


As in the rest of the country, participation increases sharply with 
income. At the lower income levels where there is little discretionary 
income available, participation rates are very low indeed. The major 
break is at the $10,000 level, from which point increasing amounts of 
discretionary income become available. This is reflected in the respon- 
Siveness of persons at the $10,000 a year and over categories to tax 
stimulus. As the maximum allowable contributions to RRSPs increase, in- 
creasing proportions of the individuals at these income categories par- 
ticipate in RRSPs. At $25,000 and over, for example, about one-third of 
tax filers in 1969 had RRSPs. By 1973, one year after the first major 
increase in maximum contribution levels was introduced, the ratio rose 
to 53 per cent; in the following years it dropped somewhat, and in 1976, 
after the final rate change was made, 51.5 per cent purchased RRSPs. 
Over the same period, those at the $10,000-$14,999 income range in- 
creased from 7.7 per cent in 1969 to 12.7 per cent in 1973 and remained 
at just over 12 per cent for the other periods. 


The pattern varied considerably between men and women participants. 
Among men, the proportion of purchasers at $25,000 and over increased 
from 36 per cent in 1969 to 55 per cent in 1973, then down somewhat to 
about 54 per cent in 1975 with another small decline to 52 per cent in 
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1976. At all income categories above $10,000 the proportion of women 
participating in RRSPs increased sharply and remained at a high level 
throughout the period under review. For example, in the $20,000-$24,999 
income category the proportion of women purchasers nearly doubled in 
1973 to 31 per cent, up from 16 per cent in 1969. By 1975 it rose to 37 
per cent, and by 1976 nearly 39 per cent of the women at this income 
level had RRSPs. More dramatically, in the $25,000 and over category 
the proportion rose from nearly 13 per cent in 1969 to almost 44 per 
cent in 1976. In general terms, therefore, not only were there sharp 
increases in the proportion of participants, but when related to an in- 
creasing labour force, particularly of women workers, these ratios 
showed an even greater net increase in absolute terms as well. 


Ontario RRSP Contributors 


This section will examine the growth of RRSPs in Ontario discussed 
above, translating the proportion of tax filers in the program into real 
terms, providing some insight into the magnitude of participation in the 
province. In these terms, the first half of the 1970s saw the same high 
level of participation in Ontario as in Canada as a whole. In 1969, 
just before this decade began, more than 89,000 people in Ontario used 
the facilities of the RRSP, but by the end of the 1976 tax year the fig- 
ure had gone up to well over half a million persons. Comparable growth 
occurred in average contributions as well. (See Table 5.) 


It has been hypothesized that "a taxpayer's valuation of an ‘at- 
tractive rate of government subsidy' will be diminished if the allowable 
contribution is an insignificant portion of assessable income."(5) Tax- 
payer response has indeed been sensitive to contribution limits. Thus, 
when the major revisions to the Income Tax Act in 1972 included a sig- 
nificant change in allowable RRSP contribution limits,(6) taxpayer re- 
sponse was reflected not only in a dramatic growth of participation but 
also in a sharp rise of aggregate and average contributions. These 
changes stimulated unprecedented taxpayer response not only in terms of 
participants, but in average contributions as well. From 1971 to 1972 
RRSP contributors increased at a phenomenal rate of 82 per cent to total 
of nearly 272,000, while the average contribution increased to $1,191. 
Aggressive marketing and increased interest by most financial institu- 
tions in attracting this business maintained the growth of RRSP partici- 
pation at a high rate, though not quite at the same high level as the 
initial spurt in 1972. Over the past few years participation in Ontario 
has been growing at an annual rate of about 20 per cent. Additional up- 
ward adjustments in the allowable contributions in 1976 failed to mater- 
ially stimulate participation in Ontario, so that the growth rate re- 
mained at 20 per cent as in the previous two years. But the change did 
bring out more contributions, with the average contribution increasing 
in the one year between 1975 and 1976 by 15 per cent, nearly double the 
annual rate of increase in the previous year. 
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Data on male and female mix of participation in Ontario for 1971 
are not available; but notwithstanding this data gap, some general ob- 
servations can be made. As noted earlier, one factor that has helped 
sustain a high level of growth has been the increasing participation of 
women in RRSPs. For example, between 1973 and 1975 the number of men in 
the program increased by 36 per cent, whereas women increased by 54 per 
cent. This rate continued; in 1976 the number of men went up by 19 per 
cent while women rose by 25 per cent. 


Age Distribution Patterns in the 1970s 


While participation in RRSPs is primarily income related, there are 
some observable trends in the age distribution of purchasers over recent 
years. Generally, the proportion tends to be lower at the younger age 
groups for two main reasons. First, this age group tends to be largely 
at the lower income scale, and second, young people are usually more 
concerned with current consumption than saving for the future. 


Table 5 
Number of Contributors in Ontario and Average RRSP Contributions, by 
Sex, Selected Years, 1969-1976 


Men Women Both sexes 

Average | Average Average 

Number contribution Number contribution Number contribution 

1969 T1359 S 946 17,600 SF 1562 89,459 SeoT2 
1971 (a) - - - - 149,118 909 
1972(a) - - - - PAB NO ye Lor 
1973 246,246 yB03 65,650 868 SL iso 7 eZ 
1975 335,826 1,487 101,161 re. 33 436,987 1,405 
1976 398,219 S72 126,925 1,296 525,144 Ole 


a Separate data for men and women not available for these years. 


Source Special tabulations provided by Statistics Canada. Non- 
published data provided by Revenue Canada, Taxation. 


Savings through the RRSP program seems to be concentrated mostly 
among those in their middle to later working years. By age 60 the pro- 
portion with RRSPs tends to start dropping off, with a sharp decline 
evident at the age 65 level as one would expect, since it follows normal 
retirement trends.(7) That age is also a time when holders may start to 
liquidate their RRSPs rather than add to them. Thus, at age 65 and 
over, the proportion of taxpayers in Ontario buying RRSPs drops sharply 
and over the years ranges from 2 to 3 per cent. Since these funds must 
be converted to an annuity in some form by age 71, contributions made by 
those aged 65 and over are obviously short-term savings, and one would 
suspect that they are motivated more by tax consideration than pension 
concerns. 
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As in all other characteristics, the age pattern for women is dif- 
ferent from that for men. Men under 30 are still in the early stages of 
their working life when they have heavy financial responsibilities sup- 
porting growing families, buying and Maintaining homes, etc., and so are 
less likely to have much in the way of discretionary funds for savings. 
At this age level RRSP purchasers were in fact few. Only 8 per cent of 
Ontario purchases in 1969 were made by this age group; and over the 
years the proportion remained low, rising to only 13 per cent of the men 
in 1976. By contrast, the proportion of women in this age group who 
bought RRSPs, though still relatively low, increased sharply during the 
1970s. The age group 25-29 which alone accounted for the major part of 
the rise, nearly tripled from 4.9 per cent in 1969 to 12.7 per cent in 
1976. In total, women under 30 represented nearly 19 per cent of the 
women purchasers. 


Consistently over the years under review, three-quarters of the men 
who bought RRSPs were aged 30 to 59, spread more or less evenly among 
the various age groups (see Table 6). The trend seems to point toward 
proportionately more of the younger age groups participating as the 
1970s rolled on. Thus, in 1969, only 7.6 per cent of the men were aged 
30 to 34; by 1976 that group amounted to 12.4 per cent of all male pur- 
chasers. By contrast, the 45-49 age group dropped from 17.6 per cent of 
the total in 1969 to 13.7 per cent in 1976. Similar declines were re- 
corded in the 50-54 and 55-59 age groups. 


The distribution for women was spread over a wider age range. By 
1976 nearly 30 per cent of the women purchasing RRSPs were under 35 
years of age. Another 53 per cent were between 40 and 59. This latter 
age group remained relatively constant in the proportion of participants 
Over the years, ranging from 66 per cent in 1969 to over 54 per cent in 
both 1973 and 1975 and down slightly to 53 per cent in 1976. 


Contributions in Ontario by Income 


As noted earlier, participation in RRSPs is very much a function of 
income. With a higher income, more discretionary funds are available 
for savings; this shows up clearly in the income distribution of RRSP 
participation in Ontario (see Table 7). Very clearly, the concentration 
is at the higher income levels. However, an examination of changes over 
recent years reveals some sharp differences in general patterns and 
overall trends in the distribution of male and female participants in 
Ontario. 


As may be seen in Table 7, participation by men was concentrated 
among those whose annual incomes were $10,000 or over. In 1969 nearly 
62 per cent of the men in Ontario who purchased RRSPs were at these 
income levels. As the general level of incomes in Canada and Ontario 
increased over the 1970s and the allowable limits rose, attracting 
greater taxpayer response, this concentration became even more Pro— 
nounced. By 1973, nearly 79 per cent of the men were at these income 
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Table 6 


Proportion of Contributors to RRSPs in Ontario, by Age and Sex, Selected Years, 1969-1976 
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100.0 100.0 100.0% “00. 0 100.0 100.0 100.0 100.0 100.0 
65,650 311,897 335,826 101,161 436,987 398,219 126,925 525,144 


100.0 
89,459 246,247 


Source Special tabulations provided by Statistics Canada and Revenue Canada, Taxation. 


100.0 
17,600 


100.0 
bir, B59 


Total 


Total contributors 


levels. The proportion continued to rise over the intervening years, 
and by 1976 it was over 92 per cent of all male participants in Ontario. 


Looking at individual income classes in this broad range, the con- 
centration shifts to the higher levels. In 1973, nearly 32 per cent of 
men with RRSPs were in the $10,000-$14,999 income range, while onlywy 
per cent had earnings of $25,000 or more. By 1976, there was a distinct 
shift towards the higher income groups, with the $10,000-$14,999 class 
dropping to 20 per cent, the $25,000 and over class increasing to 29 per 
cent, and with smaller upward shifts in the intervening income groups. 


Generally, the distribution of women with RRSPs was concentrated at 
lower income levels, a reflection in part of the fact that women tend to 
earn less than men. In 1969, slightly over 64 per cent of the women had 
incomes ranging from $5,000 to $14,999; this rose to 75 per cent in 
1973. By 1975, however, as with the men, the concentration shifted to- 
ward higher levels so that nearly 81 per cent of the women with RRSPs 
were earning between $6,000 and $19,999. This ratio dropped slightly to 
78 per cent in 1976, but at the same time the proportion of women with 
incomes of more than $20,000 increased, further emphasizing the shift in 
participation to persons with higher incomes. In 1976, more than 54 per 
cent of the women with RRSPs had annual earnings between $10,000 and 
$20,000 compared with only 21 per cent in 1969. 


Table 7 
Proportion of RRSP Contributors in Ontario, by Income and Sex, 1969-1976 


1969 1973 1975 1976 
Income class Males Females Males Females Males Females Males Females 
(Dollars) (Per cent) 


Under 2,000 9 6.9 3 Deel aS) 1.0 ol 25 
2,000- 2,999 -/ se) 25 2.4 =2 1.0 Ay so 
3,000- 3,999 1.5 8.0 6 4.1 4 1.6 24 0 
4,000- 4,999 ob 9.8 des L 4.4 ST) 2a 6 19 
5,000- 5,999 4.3m) 15.7 1.4 8.2 A) Be], ou S52 
6,000-— 6,999 654) eelOnL Croft 250 i 4.7 Tel Soo 
7,000- 7,999 7.9 8.6 Saar. 6 1.8 7.6 AS) 58 
8,000— 8,999 7.6 7.4 Se Lae Ois/, 2oL JA) 2.0 VEZ 
9,000- 9,999 aw. 5.4 6.1 ad | 25 Tod 9 has 

10,000-14,999 2 Amel Os Ie ol nos e24 55 2550 935.0), 220.3. 34.3 

15,000-19,999 14.0 AS2eeOeS (it. IZ ERSReelOas WIZbs6 S20.0 

20, 000-24 ,999 724 Lisa core 1-052: Dead y.Losd Deh aie 7.6 

25,000 and over 15.9 Leia Lisl. 2.6 24.5 4.35 929 3a 6.6 

Total (a) 100 100 100 100 100 100 100 100 


a May not add up to 100 per cent because of rounding. 


Source Special tabulations provided by Statistics Canada and Revenue 
Canada, Taxation. 
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PROFILE OF RRSP CONTRIBUTORS IN ONTARIO, 1976 


This section will discuss the current status of RRSP contributors 
in Ontario as it had evolved by 1976, the latest year for which compre- 
hensive income tax data are available. Coincidentally, in 1976 another 
upward revision in the maximum allowable contributions was made increas- 
ing the limits to $3,500 for pension plan contributors and $5,500 for 
those without such contributions, or, as previously, 20 per cent of 
income, whichever is less. Undoubtedly this change stimulated an in- 
creased response; therefore, the year-to-year changes in patterns of 
participation will be examined in some detail. This section will review 
the changes as they relate to age, sex, and income. Finally, to round 
out the profile, this section will also look at RRSP purchases by em- 
ployer pension plan members, participation by occupational groups, and 
the extent of taxpayer response to the program in selected locations 
throughout the province. 


Contributors by Age and Sex, 1976 


The 1976 amendments to contribution rates brought an increased num- 
ber of Ontario taxpayers into the RRSP market. This increase was below 
the record rises in the past, and far below that following the 1971-72 
changes; nonetheless, at 20 per cent in aggregate it represented a sig- 
nificant increase over the previous year. More significant, however, 
were the changes in the components of this increase which affected the 
pattern and structure of participation in the province. 


Changes in the distribution of Ontario purchasers by age and sex 
show some alteration in overall patterns. Proportionately more women 
than men entered the RRSP market in 1976. The increase for women over 
the 1975 level was 25 per cent compared with a 19 per cent rise for men. 
Looking at the percentage increase from 1975 to 1976 for women alone, a 
number of interesting changes may be seen (see Table 8). Some of the 
largest percentage increases occurred among women in younger age groups. 
Those aged 18-24 increased participation by 72 per cent, the largest 
growth recorded in the total age structure. Some other large increases 
Occurred in the age categories between 18 and 34. Considerably lower 
increases were recorded at the middle ages between 35 and 54, while the 
55-59 age category showed a 46 per cent rise. 


The growth pattern among men was somewhat different. Proportionate 
increases were distributed fairly evenly among most age categories, with 
a slight bulge in the 35-39 age group and much greater increases at the 
Older age levels. Specifically, the 65-69 category increased by 44 per 
cent and the group 70 and over increased by 73 per cent; even with these 
percentage increases, they represented very small numbers and remained a 
small proportion, 3 per cent, of the total male contributors to RRSPs in 
Ontario. 
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Table 8 


Percentage Increase of RRSP Contributors in 
Ontario, by Age and Sex, 1975-1976 


Men Women 


(Per cent) 
Under 18 250 ~ 
18-24 Pad vz 
25-29 17 35 
30-34 20 49 
35-39 sal 0 
40-44 24 att 
45-49 22 18 
50-54 8 16 
55-59 25 46 
60-64 20 13 
65-69 44 29 
70 and over 73 45 
Total 19 25 20(a) 


a Both Sexes. 


Source Derived from non-published material 
provided by Revenue Canada, Taxation. 


Contributions by Age, 1976 


Turning to contribution patterns in Ontario during the 1976 tax 
year, it is evident that as participants approach retirement age they 
tend to put more and more aside in RRSP funds (see Table 9). In aggre- 
gate about one-third of the Ontario RRSP contributors were below age 40, 
and as a group their average contribution was well below the provincial 
average of $1,612 in 1976. Starting at age 40 all higher age categories 
showed contributions greater than the provincial average, and at each 
Succeeding age category the difference increased. Those in the 40-44 
age group averaged $1,686, only slightly above the provincial level. 
This rose to $1,752 in the next category, age 45-49, and to=S1,797 for 
the age group 55-59. Just prior to age 65, when most retirements in 
Canada occur, contributors in the age category of 60-64 paid an average 
of $2,067 into RRSP funds. 


In virtually all age categories, with the single exception of those 
aged 25-29, men on the average contributed more than women, so that at 
the provincial level the average for men at $1,712 in 1976 was well 
above that for women at $1,296. As noted for aggregate trends, the pat- 
tern for men consistently showed an increase in average contributions as 
age increased. While the overall trend for women was the same, there 
were some breaks. Specifically, the average dropped slightly at age 30- 
34 and showed a more pronounced drop for the age group 60-64. 
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Contributors by Income, 1976 


As noted earlier, participation in RRSPs is most responsive to in- 
come levels. The percentage change from 1975 to 1976 is shown in Table 
10. Among women the numbers at most lower income levels declined. The 
Sharpest drops were for those earning under $2,000 which went down by 40 
per cent from the 1975 levels, while at $3,000-S3,999 the numbers went 
down 24 per cent. Increases were centred mainly at the higher income 
levels, $9,000 and over, reflecting the continued concentration of par- 
ticipation at these levels as discussed earlier. Extremely large rises 
occurred in the $15,000-$19,999 income category which went up by over 50 
per cent while at the next two highest levels the growth was 75 per cent 
and 94 per cent respectively. 


Table 10 
Percentage Change of RRSP Contributors in Ontario, 
by Income and Sex, 1975-1976 


Percentage change 


Income class Men Women 
(Dollars) 

Under 2,000 —40 —40 
2,000- 2,999 -27 aY/ 
3,000- 3,999 -10 —24 
4,000- 4,999 0 BE 
5,000- 5,999 66 9 
6,000—- 6,999 —-6 -8 
7,000— 7,999 -40 -4 
8,000- 8,999 9 —-6 
9,000- 9,999 -12 23 

10,000-14,999 -4 23 

15,000-19,999 22 54 

20, 000-24 , 999 3) ie 

25,000 and over 4l 94 

Total 19 25 20(a) 


a Both sexes 


Source Derived from unpublished data from Revenue 
Canada, Taxation. 


Among men in most income categories below $15,000, the numbers de- 
clined, rather sharply at some levels. Men with incomes below $2,000 
and those who earned between $7,000-$7,999 both dropped by 40 per cent. 
The two main exceptions to this general trend were at the $5,000-$5,999 
and $8,000-$8,999 ranges - the first rising sharply by 66 per cent and 
the second less dramatically at only 9 per cent. While the income cate- 
gories over $15,000 did not rise nearly as sharply as for women in these 
income categories, they nevertheless showed substantial increases, fur- 
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ther emphasizing the shift towards greater concentration of participants 
in the higher income levels. 


Table 11 summarizes the effect of these changes, showing the dis- 
tribution in real and relative terms of contributors in Ontario by sex 
and income as well as their average contribution in 1976. At most in- 
come levels, the average contribution was well below the provincial 
average of $1,612. Only at the higher income levels did it go above the 
provincial average. Even at the top level of $25,000 and over, contrib- 
utors on the average put aside $2,849, well below their maximum allowa- 
ble limit. 


Looking behind the average, the last income range was expanded so as 
to see how the pattern changes within this broader income spectrum. 
Within these ranges participants were concentrated ‘in the $25,000- 
$49,999 income category; the 103,884 persons with this level of income 
on the average contributed $2,544 to their RRSP programs. At the higher 
levels, $50,000-$99,999 and $100,000 and over, contributions averaged 
$4,328 and $4,890 respectively, though the numbers in each category were 
considerably smaller. It is interesting to note that only at these lat- 
ter two income levels did the average contribution approach the maximum 
allowable limit. 


The average contribution for women at $1,296 was well below the 
provincial average for both sexes and that of men only. However, at the 
upper mid-income categories women tended to contribute more to RRSPs 
than did men. In part this may reflect their proportionately lower par- 
ticipation rate in private pension plans, hence a larger margin for tax 
deferred contributions. Although far fewer women than men participants 
had earnings of $25,000 or over, nevertheless their average contribution 
tended to be almost equal to that of men at $2,868 -— some $20 above the 
male average. 


Dual Contributors in Ontario, 1976 


Although the main objective of the RRSP program was to provide a 
tax-induced private sector retirement savings facility for individuals 
Outside of pension plans, it did not exclude other taxpayers. Thus, 
even those individuals who were active, contributing members of employer 
pension plans could also participate, within certain limits, in this 
individual-oriented program. Ever since their introduction, RRSPs have 
attracted large and growing numbers of pension plan members who presum- 
ably sought to supplement their employment pensions with this form of 
individual pension savings. For ease of reference, these individuals 
will be referred to in this study as "dual contributors," that is, con- 
tributors to both RRSPs and employment pension plans. 


The immediate tax relief allowable under the RRSP program in effect 


is a government subsidy. Furthermore, a comparable subsidy is also 
given to the individual who contributes to a private pension plan. Thus 


140 


*uOTReXeI, /epeueD senuaAady Aq peredeaad ejep paysttTqndun worzj peatzaq soAznosg 


678‘ S60‘ PZT = = - ~ AAO 
pue 000*SZS$ TeIOL 


068‘ 0€z‘E ~ - - - ABAO pue 000‘00T 
87e'F T86‘9T - - - - 666 ‘66-000 0S 
70S‘Z vrs‘ COT - - - - 666‘ 67-000‘SZ 
AZAO pue 000’SZ 
Z19‘T 0°O0T PVT‘SZS 967’T 0°O0T G76‘97T CLA 0°O0T 617‘ 86€ TeIOL 
(MOTeq 98s) 
678‘Z 9°€Z S60’ P2T 898‘Z 9°9 Z00‘8 878'Z T°6Z €69‘STT ABAO pue 900‘SZ 
078‘T 0°ST EVE SL SE6‘T 9°L TL9‘6 €08‘T gral 970‘69 666‘ 72-000’ 02 
Ste‘ T Cave PVC. LoL cSS‘T 0°02 vIt‘Sz 697'T 9°SZ TES‘ TOT 666’61T-000‘ST 
890‘/T [RES Lee VEL Orz’T core €7S ‘EF 916 €°0Z 8bL‘08 666’ PT-000‘ OT 
988 Cae 7S6‘9T €S6 CE 65S‘6 66L 6°T €6e/L 666‘6 —000’6 
9EL Gat 8L8‘9T Z9OL Ci 680‘6 LOL One 68L‘L 666‘8 -000’8 
969 tac TEO‘ TT STL 8°S p9eL 859 6° L99‘€ 666‘L -000‘L 
729 L°1 L998 619 G°e tv? 929 Ta 97b'F 666‘9 -000’9 
72S CAT 700‘L SES ce CLOT. Z0S fie 7£6/Z 666‘S -000'S 
OLE 6° 789'F 8ZE 6°T 69¢‘Z C1 9° GISIS 666‘% -000°? 
TIE S° L09‘Z €@P Oct 807‘T SIZ us 66€‘T 666‘€ -000‘€ 
TEP st S08‘T VLY 6° 00Z‘T OVE Ge S09 666‘Z -000'Z 
6SP (be 68T‘T 8ZE G° €E9 Tv9 1 9S 000‘Z Aepun 
(s2eT TOC) (saeT TOC) (SBT TOC) (Sa2eT TOC) 
UOTIANGTAAZUOD 3U9s9 Aod AScCwnN UOTANGTAWZUOD 4Uus0 A9d ASQUINN UOTANGTAAQUOD QUusD Add ASQUNN SSPETO SWOOUTL 
aberzsaAy ObersAV abersayv 
Sexes YAOY USWOM USsW 


QL6T ‘UOTINATARUOCD SherAeAy HutMoys /xasg pue awuoour Aq ‘/Sqsyy OF peqnqtaqUOCD CUM SAeTIY XxeL OTAeWUO 
TT 9TGBL 


141 


the extent of the subsidy varies sharply between that available to the 
dual contributor who can claim immediate tax relief under both programs 
and the participant whose only allowable pension saving is the RRSP. 


A dual contributor has a two-phased tax benefit - one related to 
contributions to the employer's plan and the other to the RRSP. The tax 
relief allowable under both these plans in effect is a government sub- 
sidy.(8) To make this subsidy more equitable, dual contributors are 
limited to combined contributions amounting to the lesser of 20 per cent 
of income or $3,500, whereas those not contributing to a private plan 
may place up to $5,500 in RRSPs (according to the latest amendment ef- 
fective in 1976). 


Of the 525,000 persons in Ontario reporting RRSP contributions in 
the 1976 tax year, nearly 40 per cent were dual contributors. The 60 
per cent with RRSPs only numbered some 318,000. Although in aggregate 
there was a 60-40 split, the ratio varied widely according to income 
levels. At the lower income levels, i.e. below $8,000, the ratios of 
those with only RRSPs ranged from 99 per cent for the very low levels to 
90 per cent at the $7,000-$7,999 range, dropping sharply to 70 per cent 
at $8,000. At the higher income ranges where most of the dual contrib- 
utors were concentrated, the proportion with RRSPs only dropped to a 
range of 53 to 56 per cent at the $15,000 to $25,000 and over levels. 
This pattern had a direct effect on the average RRSP contribution in the 
various income ranges. 


Table 12 compares the average contribution for those with RRSPs 
only with all RRSP contributors in Ontario in 1976. Since the maximum 
allowable contribution limit is higher for those without active finan- 
cial participation in employer pension plans, their average contribution 
was generally much higher than the average for all Ontario RRSP contrib- 
utors. At the lower income scale, below $8,000, there were very few 
dual contributors to deflate the figures. The averages differed only 
marginally, and in two or three income ranges the overall average was 
even slightly higher than that of contributors with RRSPs only. The 
significant changes appear at the higher levels where increasing propor- 
tions of RRSP holders were dual contributors, so that the overall aver- 
age fell significantly below that of RRSP-only purchasers. 


As income increases, the amount set aside for pension savings in- 
creases as well. Undoubtedly, some individuals at all income levels 
contributed up to the maximum allowable, but their numbers obviously 
were too few to bring the averages closer to the maximum. Thus, even 
the highest level - those with incomes of $25,000 and over - on average 
contributed $3,732 into an RRSP, well below the $5,000-$5,500 permissi- 
ble at this income range. Indeed the average contribution for most in- 
come categories ranged from 8 to 10 per cent of income. 


A somewhat different pattern emerges for dual contributors (see 
Table 13). Their RRSP contributions are of course considerably lower, 
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if for no other reason than their lower basic allowable limit. Gener- 
ally speaking, however, the combined average contribution to RRSPs plus 
employer's pension was considerably higher than for tax filers whose 
sole tax-deferred savings consisted of RRSPs. At the lower extremities 
of the income scale, combined pension savings of dual contributors were 
substantially lower at most ranges below $7,000. From this point their 
total savings allocations in each succeeding income class were consid- 
erably higher, with the single exception of the top income range of 
$25,000 and over where dual contributors averaged $3,108 compared with 
$3,732 for those who had RRSPs only. 


Dual contributors in general paid out a higher proportion of their 
incomes for both savings programs although they were still far below the 
20 per cent maximum allowable. The proportion of income on the average 
was consistently higher at most income classes for dual contributors. 
At most income levels the proportion paid out for both RRSPs and em- 
ployer pensions ranged from 11 to 14 per cent although it fell below 
this range for some of the lower income classes. By contrast, tax 
filers with only RRSP contributions on the average put aside 8 to 10 per 
cent of their income into these savings. 


Table 12 

RRSP Contributors in Ontario Who Made No Contribution to a Private 
Pension Plan, Showing Average RRSP Contribution and Average Contributed 
by All RRSP Contributors in the Province, 1976 


Average 
RRSP only as RRSP_only contribution 
percentage of Average by all RRSP 
Income class of all RRSP Contributors contribution contributors 
(Dollars) (Per cent) (Number ) (Dollars ) (Dollars ) 
Under 2,000 97 17052 465 459 
2,000- 2,999 97 Ley 5S 438 431 
3,000- 3,999 99 2,626 310 Saal 
4,000- 4,999 92 4,316 348 370 
5,000- 5,999 96 Oni21 537 522 
6,000- 6,999 93 3,037 645 622 
7,000- 7,999 90 9,905 688 696 
8,000- 8,999 70 11,883 VTA 736 
9,000- 9,999 ne 25214 954 886 
10,000-14,999 65 80,836 P33 1,068 
15,000-19,999 5S 67,622 1,461 325 
20, 000-24, 999 54 42,294 2,066 1,820 
25,000 and over 56 69,184 Sy oP 2,849 
Total 61 318,488 1,809 ore 


Source Derived from Revenue Canada, Taxation data. 
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Table 13 

Dual Contributors in Ontario by Income, Showing Average Contribution to 
Each of Private Pension and RRSP Plus Combined Contribution Average, 
1976 


Average 
combined 
Average contribution 
contribution to RRSP plus 

to private Average RRSP private 

Income class Contributors pensions contribution pension 

(Dollars) (Number ) (Dollars) (Dollars) (Dollars ) 
Under 2,000 BZ 89 266 355 
2,000- 2,999 47 he 180 219 
3,000- 3,999 36 63 330 oa0e 444 
4,000- 4,999 368 ij2 448 620 
5,000- 5,999 289 197 £53 350 
6,000-— 6,999 636 Wey 336 488 
7,000- 7,999 1 R130 264 769 1,035 
8,000— 8,999 4,998 234 654 887 
9,000- 9,999 4,741 326 709 1 7035 
10,000-14,999 43,444 495 948 1,443 
15,000-19,999 59,584 743 U7. 1,914 
20 ,000-—24 , 999 36,424 12960 1533 2,493 
25,000 and over 54,924 MES 1,736 OPLOS 
Total 206 ,656 868 ey SUA ZS. 


Source Derived from Revenue Canada, Taxation data. 


Participation of Ontario Tax Filers by Occupation 


Self-employed professionals and business proprietors most closely 
represent the self-employed components of the labour force for whom the 
RRSP program was Originally designed. Among these occupational cate- 
gories the degree of participation is relatively high. The highest is 
found in the professional categories (see Table 14). In aggregate, 
slightly over 53 per cent contributed to an RRSP in 1976. Within the 
group the proportions ranged widely from a participation rate of 81 per 
cent for doctors to around 27 per cent for entertainers and others. 
Business proprietors participated to a much lesser degree with just over 
16 per cent contributing to an RRSP. Presumably, RRSPs play a rela- 
tively small role in pension planning for this occupational group. For 
many, the perpetuation of their business enterprises represents the pri- 
mary intended source of support for their later years. 


Similar comments apply to property owners and investors. Their 


marginal participation in RRSPs suggests that they too look upon the 
program only as a supplement. Their planning revolves mainly around 
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their investments and properties as the primary source of savings for 
old age. 


Low participation for employees may be attributable to a combina- 
tion of factors. Many employees, including those in both the private 
and public sectors, are members of employer pension plans. This of 
course is not necessarily a deterrent to purchases of RRSPs, as is clear 
from the incidence of "dual contributors" discussed earlier. Neverthe- 
less, many members of employer plans do not supplement their pensions 
with RRSPs. No doubt a cogent deterrent is the relatively low income 
levels of many, leaving them with little if any discretionary income for 
additional savings. 


Table 14 
Participation in RRSPs of All Tax Filers in Ontario, by General Occupa- 
tional Groups, 1976 


RRSP All tax Participants to 
Occupation participants _filers(a) tax filers 
(Per cent) 
Self-employed doctors 8,606 10,615 81.0 
Self-employed lawyers 3,600 5,/08 63.1 
Self-employed dentists 2,165 Pa STIS S 79.2 
Self-employed engineers 532 1,027 5S 
Self-employed accountants Polo 2,738 66.4 
Entertainers and artists 1,879 6,813 2786 
Other professionals 2,816 TOF 7i7 26.3 
Total professionals 2bgal7] 40,353 53e2 
Farmers 9,391 65,823 14.3 
Fishermen 30 374 8.0 
Business proprietors 26,718 164,307 1653 
Salesmen 3,409 12,484 21.3 
Property owners 3,066 35,448 8.6 
Investors 97702 241,218 4.0 
Pensioners 5,460 504,828 el 
Employees 441,163 3,584,828 1233 
Unclassified 4,788 283 ,646 Ae 
Total 525,144 4,887,996 LOW, 


a Includes not only taxpayers but all persons in Ontario who filed an 
income tax return in 1976, whether or not they paid any income tax. 


Source Derived from data provided by Revenue Canada, Taxation. 
Translating these occupational patterns into dollar terms, Table 15 
shows the total and average contributions in 1976 made by broad occu- 


pational groups. Business employees on average contributed $1,544 to 
RRSPs, well above the levels for teachers, institutional and government 
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employees. The latter groups by and large were contributing members of 
employer pension plans and as such had a much lower limit to their con- 
tribution levels. Although some of the business employees no doubt were 
also covered by private plans, most of these were in non-contributory 
plans and to a larger extent, many probably were outside of a private 
plan altogether. These factors would account for their higher average 
contribution. 


Table 15 
Participation in RRSPs in Ontario and Average Contribution by General 
Occupational Groups, 1976 


Total Average 
Occupational group Participants contributions contribution 
(Thousands of (Dollars) 
dollars) 
Business employees 306,434 473,287 1,544 
Teachers and 
institutional and 
unclassified employees 62,608 80,327 eso 
Government employees TZpiees 90,040 1,248 
Total farmers and 
fishermen 9,421 19,677 2,089 
Total professional 21,417 80,174 37143 
Total salesmen 3,409 i353 2,092 
Total businessmen 20,716 48,693 dep O22 
Total financial 12,768 25202. 1,979 
Other and unclassified 10,248 21,680 27 ULG 
Total 525,144 


Source Derived from data provided by Revenue Canada, Taxation. 


Professionals who recorded the highest participation rate in 1976 
also on the average contributed the highest amount at $3,743. Their 
contributions were more than double the provincial average. Also among 
the highest contributors were farmers and fishermen at $2,089 and sales- 
men at $2,092. 


Contributors and Contributions in Selected Ontario Localities, 1976 


Table 16 provides some indication of taxpayer response to the RRSP 
program in selected areas of Ontario, showing the number of persons who 
in 1976 contributed to RRSPs, as well as their total and average con- 
tributions. About 57 per cent of the contributors were concentrated in 
seven centres, namely Hamilton, Kitchener-Waterloo, London, Mississauga, 
Ottawa, Toronto, and Windsor, with the largest numbers in Ottawa and 
TOEONEO. 


Average contributions ranged from a low of $1,206 in Stratford to a 
high of $1,967 in Owen Sound. At the upper end of the scale, Toronto 
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Table 16 
Contributors, Total and Average Contributions to RRSPs, by Selected 
Localities in Ontario, 1976 


Total Average 
City Contributors contributions contribution 
(Number ) (Thousands of (Dollars) 
dollars) 

Barrie 25393 B42 1,432 
Belleville 27136 3,459 1,619 
Brampton 3,801 4,908 i291 
Brantford 5,206 7,208 7385 
Brockville 1,919 2,644 15378 
Cambridge 3,956 57255 17328 
Chatham 37655 5,346 i pOOd. 
Cornwall 27130 37902 1,429 
Guelph 5,024 7,490 1,491 
Hamilton 22,593 34,907 1,545 
Kingston 5,693 8,830 lds sal 
Kitchener-Waterloo 14,842 21,843 A722 
London 18,266 30,908 1,692 
Mississauga 16,341 25, 67) 7583 
Niagara Falls 3,776 5772) e515 
North Bay 35256 4,350 1,336 
Orillia 1,596 2,800 1, 754 
Oshawa 6,576 105205 ib 552 
Ottawa 36,024 60,691 1,685 
Owen Sound 1,636 37213 1,967 
Pembroke 943 LP S2 1,603 
Peterborough 4,301 6,314 1,468 
Port Colbourne 7276 27170 i, (08 
St. Catharines 9,917 77297 1,744 
St. Thomas 1,645 2,229 i355 
Sarnia 6,018 10,379 LT 25 
Sault Ste. Marie 55219 7,341 1,407 
Stratford 27040 27823 1,206 
Sudbury 6,336 622 1,834 
Thunder Bay 6,392 10,025 1,568 
Timmins P2382 2,186 19705 
Toronto 176,910 303,406 EES 
Welland 2,699 37955 1,428 
Windsor 17,092 2703 Oly 
Woodstock 1,844 2,407 1,343 
Other areas 1195316 L71;LOL 1,435 
Total 525,144 846,273 1}612 
Source Derived from unpublished data provided by Revenue Canada, 


Taxation. 
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participants on the average paid $1,715 into RRSPs; and considerably 
higher, those in Sudbury averaged $1,834. In total, there were twelve 
centres in Ontario where contributions were above the provincial average 
ofac lL, 612. 


SUMMARY 


In summary, it would appear that the RRSP program has become an im- 
portant element of the pension savings system in Ontario and embraces a 
significant number of residents in the province. While undoubtedly some 
of the funds channelled into RRSPs are placed there as tax shelter, by 
far the greatest proportion is intended for long-term savings to provide 
income support on retirement. This is corroborated not only by the 
Commission's study that showed most participants plannéd to use their 
savings for retirement, but also by the fact that a high proportion of 
funds placed in RRSPs since their inception are still being accumulated 
and have not been liquidated. 


It is evident that RRSPs to a large extent are used as a supplement 
to employment pension accumulations. At least 40 per cent of Ontario 
participants also contribute to an employment plan, and an additional 
proportion may be covered by a non-contributory plan. Nevertheless, for 
a significant number of participants the RRSP represents the primary 
formal, tax-induced savings program for their old age. Among profes- 
sionals, particularly, a very high proportion use this means of savings. 


Participation is very responsive to the allowable contribution 
levels. As the limits increase, the numbers of contributors and their 
average contribution increase. After a rather indifferent beginning, it 
was only after the increased contribution levels - in 1972 and again in 
subsequent years - that the real flood into RRSP funds began. 


Generally the average contribution tends to be well below the maxi- 
mum allowable at most income levels. That indicates that in most income 
classes individuals have a limited amount of discretionary income that 
they feel free to place into this form of savings. The only exception 
is at the very high income levels of $50,000 per year and over, when in- 
dividuals contribute amounts closely approaching the maximum allowable. 
Nevertheless, by 1976 in Ontario alone, well over half a million parti- 
cipants contributed more than $846 million into RRSP funds. 


Generally speaking, increased participation was more pronounced by 
women than by men. Over the 1970s particularly, more and more women 
have turned to RRSPs as a form of savings. The proportionate year-to- 
year increases have been larger among women than for men. Nevertheless, 
because of the prevailing earnings differential women tended to have a 
lower average contribution than men. 
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The data show that as people approach retirement their average RRSP 
contributions increase. Thus, the highest average contributions were 
made by persons age 40 and over, with each succeeding age group contrib- 
uting more than the preceding one; and in all cases their contributions 
were well above the provincial average (see Table 9). There were some 
exceptions to this general pattern among women participants. Unlike the 
men, women aged 60 to 64 showed a sharp drop in their average contribu- 
tion, but at $1,559 it was still well above the provincial average for 
women, $1,296. 


Finally, participation in RRSPs is most responsive to income. As 
the maximum allowable limits increased the response was greater among 
those with higher incomes. Consequently, the concentration of partici- 
pants at the higher income levels became more pronounced over time. By 
1976, over 86 per cent of those in Ontario who contributed to an RRSP 
had incomes of $10,000 per year or more and nearly two-thirds had earn- 
ings ranging from $15,000 to $25,000 or over. 


In a broader context, the RRSP experience sheds some light on indi- 
vidual response to a voluntary pension program. To some extent it an- 
Swers the question of how and to what degree individuals would assume 
personal responsibility for their own systematic pension savings to cre- 
ate a broadly based voluntary pension. 


It is evident from this study that, if left to individual choice, 
pension saving would be restricted largely to higher income groups. 
Those most in need, that is, the large numbers in the lower income cate— 
gories, would not and, in most cases, could not participate Simply be- 
cause they have little or no surplus money available after taking care 
of their basic needs. Inducements to extend the participation base can- 
not be provided through the tax mechanism. Indeed, RRSP trends show 
that tax inducements merely attract high income participants and tend to 
increase the concentration of participation at the high income levels, 
almost completely bypassing those in the lower income groups. Conse- 
quently, the response rate to and the pattern of participation in RRSPs 
casts some doubt on whether a broad-based pension program can be pro- 
vided by a voluntary system alone. 
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Robert Ne. Schoeplein, "Taxpayer Participation Under the Registered 
Retirement Savings Program," Canadian Journal of Economics and 
Political Science, May 1966, pe. 229. 


Statistics Canada, Financial Institutions, Cat. 61-006, Quarterly. 


Statistics Canada, Trusteed Pension Plans, Financial Statistics 
1977, Cat. 74-201, Appendix B, pe 59. 


Schoeplein, "Taxpayer Participation," pe 223. 


The contribution level was increased to the lesser of 20 per cent 
of income or $2,500 for private plan contributors and $4,000 for 
others, up from $1,500 and $2,500 respectively. 


The most common retirement age in private pension plans is 65, 
although in some plans it is age 60. See Statistics Canada, 
Pension Plans in Canada, 1976, pe 46. 


Dual contributors also have a non-taxable benefit from their em- 
ployer's commitment to the pension plan. 
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SUMMARY 


Within the context of the private pension system in Ontario, three 
basic plan designs (two defined benefit plans, one based on career- 
average earnings and one on last five years' average earnings, and a 
money purchase plan) are examined under various economic assumptions and 
vesting rules, for employees with different mobility characteristics and 
periods of participation in the labour force. The analysis is based on 
probabilistic models designed to characterize the ultimate benefit to be 
derived by a typical employee (or by a group of similar employees) from 
his or her career membership in pension plans. The ensuing pension costs 
are also modelled and computed by an adaptation of the projected benefit 
costs method to lifetime pension benefits. The results obtained consti- 
tute a detailed assessment of the basic plan types in use in Ontario on 
the one hand, and of several vesting rules being suggested in different 
circles as more liberal alternatives to the current statutory minimum 
provision of 45 and 10 on the other hand. 


1. INTRODUCTION 


Recent discussion of the private pension system in Ontario has cen- 
tred on the possible consequences of inflation, portability, and more 
liberal vesting rules than those brought about by the Pension Benefits 
Act of 1965. Under this act, all pension plans were required, as a min- 
imum, to adopt the 45 and 10 rule which calls for full vesting after 10 
years of service and attained age 45. The act, which was followed by 
the federal government and five other provinces, served as a major impe- 
tus to the liberalization of vesting rules throughout Canada. 


Evidently, further liberalization will generally increase pension 
benefits and costs. On the other hand, some observers maintain that 
moderate improvements will not substantially reduce the proportion of 
retired persons with little or no pension income. It is also argued 
that earlier vesting might prove to be ineffective for members of con- 
tributory defined benefit plans whose own contributions may purchase 
most of the benefits creditable to their younger years. Discussion of 
these and other issues in Ontario and elsewhere remains mainly specula- 
tive, however. Both actuarial and economic analyses of the impact of 
pensions on income distribution at retirement, on capital accumulation, 
mobility of labour, and efficient allocation of labour have been mostly 
plan oriented (or firm oriented) without an appropriate framework for 
integration throughout the working lives of individuals. 


In this paper, we report on the applications of a methodology, re- 
cently developed by the authors, to private pensions in Ontario. The 
methodology is contained in Appendix A. The overall objective is to 
characterize, by way of a number of statistical measures, the ultimate 
benefit to be derived by a group of similar employees from their career 
membership in pension plans, as a function of vesting rules, termination 
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rates, periods of employment, types of plan, and economic assumptions. A 
more specific objective is to provide a comprehensive assessment of the 
basic types of plans in use in Ontario on the one hand, and various more 
liberal vesting rules being suggested in different circles as replace- 
ments for the 45 and 10 rule on the other. For example, what are the 
relative virtues and limitations of career average plans, final earnings 
plans, and money purchase plans from the points of view of the three 
economic agents involved in the pension system: employees, employers, 
and governments? What are the incremental benefits to workers and costs 
to employers and the economy associated with a given liberalization in 
vesting rules? How would these costs and benefits vary with termination 
rates, periods of employment, and alternative ages of retirement? What 
are the degrees of sensitivity of different plan types and vesting rules 
to rates of termination and periods of employment? What are the income 
distributive effects of different vesting rules; are some rules more 
equitable than others in terms of the distribution among the retired 
population of the "pension wealth?" What is the impact of inflation on 
benefits and costs, especially in relation to different plan types? 


In what follows, we provide answers to these and similar questions 
in the context of the private pension policy in Ontario. Section 2 is 
devoted to the scope of applications and data used. The results are 
presented and discussed in section 3, followed by conclusions in section 
4, 


2. DATA AND SCOPE 


The study was undertaken in three interrelated phases: pensionable 
service, pension benefits, and pension costs. In each phase, a large 
number of scenarios were constructed and investigated with the results 
obtained in one phase being used for the design of the following phase. 
Scenarios were constructed through different plan types, rates of termi- 
nation, periods of employment, vesting rules, and economic assumptions. 


Plan Types 


Three different plan designs were considered: a defined benefit 
plan based on career-average wages and 1 per cent benefit level (abbre- 
viated CA), a defined benefit plan based on last five years' average 
wages and 1 per cent benefit level (5Y), and a money purchase plan with 
6 per cent rate of contribution (MP).(1) 


In most cases all three plans were analyzed as contributory and 
non-contributory. In the former case, the employee contributions were 
taken as 2.5 per cent in defined benefit plans and 3 per cent in the MP 
Plan. In contributory defined benefit plans, when one terminates before 
vesting, or dies before or after vesting, it was assumed that one gets 
the return of contribution plus interest at 3 per cent, 4 per cent, or 6 
per cent depending on the economic assumptions being used. (The economic 
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assumptions are discussed below.) In the contributory money purchase 
plan, it was assumed that one receives the fund rate of interest whether 
terminating or dying prior to retirement. In addition, in contributory 
plans, when one terminates after vesting, one's benefit was computed as 
the greater of the accrued pension or what the accumulated contributions 
would buy. | 


Periods of Employment 


Four different entry-retirement age combinations were considered: 
20-60, 20-65, 25-60, and 25-65. For entry ages 20 and 25, years OL 
entry into the labour force were taken as 1980 and 1985, respectively. 
The last years of employment were, therefore, 2019 for retirement age 60 
and 2024 for retirement age 65. In all cases, benefits were computed as 
fractions of the 2024 wages with actuarially reduced annuities for 
retirement age 60. 


Vesting Rules 


Vesting rules considered in the study have been the following: 


1. Full vesting at attained age 45 with 10 years of service (45 
and 10). 

2. Full vesting after 10 years of service (service 10). 

3. Full vesting at attained age 40 with 5 years of service (40 and 
5). 

4, Full vesting after 5 years of service (service 5). 

5. Full vesting when the combination of attained age and length of 
service equals 50 with at least 1 year of service (rules50)- 

6. Full vesting when the combination of attained age and length of 
service equals 45 with at least 1 year of service (rule 45). 

7. Full vesting after 1 year of service (service 1). 


As mentioned earlier, the first rule is the current statutory mini- 
mum in Ontario. The other six represent liberalization of varying ex- 
tent. They all were of interest to the Royal Commission as alternatives 
that have been suggested by or discussed in various circles. The last 
rule was incorporated in the study to serve as an additional basis of 
comparison. 


Termination Rates 


Three different termination rate schedules were used in the study: 
low, medium, and high (see Appendix B).(2) These schedules are fully 
select in that the rates of termination depend on both attained age and 
duration of employment. As verified by the source, these schedules are 
representative of the low, medium, and high mobility sectors of the 
covered labour force in Ontario. 
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FIGURE 1. Expected Tenure at Different Ages 
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FIGURE 2. Number of Survivors per 1000 at Age 20 
(top line) and Life Expectancy (bottom 
line) at Different Ages 
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For entry ages 20 and 25, expected tenure at different ages is 
presented in Figure 1, as computed from low, medium, and high termina- 
tion rate schedules. It is seen that the expected tenure increases lin- 
early with age in all cases. Also, as implied by the termination rate 
schedules used, expected numbers of job changes and expected lengths of 
completed service are given in Table l. 


Table 1 
Expected Number of Job Changes (Expected Length of Employment) under 
Different Rates of Termination 


Termination Periods of loyment 
rates 20-60 20-65 25-60 25-65 
Low SOR (UISS5) Sol REA Sis) 2eS R27) 259U(145.0) 
Medium 6.69 (620) 50 B65) 55 90660) 6.2> wi(6.4) 
High LOS Ge aot) HS Giec 1056.0(333) EE 4a 3s) 


Mortality Rates 


Mortality rates used in the study were based on the 1971 Group An- 
nuity Mortality (GAM) Table developed by the Society of Actuaries as re- 
lated to the actual experience of pension plan members.(3) As computed 
from these rates, number of survivors at different ages per 1,000 at age 
20, and life expectancy at different ages are given in Figure 2. Note, 
in particular, that the life expectancies at ages 60 and 65 are 19.23 
and 15.57, respectively. Mortality rates used in the study are also 
given in Appendix C. (4) 


Economic Assumptions 


Economic assumptions used in the study regarding the rates of in- 
flation, return on investment, and wage growth are given in Table 2.(5) 
The rate of return estimates are based on the long-term government bond 
index (10 years and over) adjusted to Government of Canada bonds with 
terms of twenty or more years. Additional scenarios were subsequently 
investigated using .6 higher rates of return than those in Table 2. 


Table 2 
Economic Assumptions 


Rate of inflation Total rate of return Real 
Most Most wage 
Low probable High Low probable High growth 
1980-84 4.5 a) ie: 6.9 TD 9.9 Leo 
1985-89 4.0 520 4.0 O.6 6 9.6 2.0 
1990- a0 4.0 6.0 5.4 6.4 8.4 271 


Based on recent studies in Canada and the United States(6), the 
wage profile was taken as the following: 
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Age 20 9-25 9430, 99356240=65 
Wage Index «4099 565- 78509003 G81 700 


Some wage functions relevant to career average and money purchase plans 
are presented in Figure 3. Essential to money purchase plans is the pro- 
jection of wages at different ages invested until age 65, expressed as a 
fraction of the wage at 65. Evidently, the rate of inflation has no im- 
pact on the wage function so expressed. In contrast, wage profiles de- 
picted in Figure 3 (which are significant in computing pension benefits 
and costs in career-average plans) are affected by the rate of 
inflation. (7) 


Finally, costs at different ages of a unit annuity starting at age 
60 or 65 (given survival until 60 or 65) are given in Figure 4 as a 
function of the rate of inflation. The input data summarized in this 
figure are similar to those used in establishing benefits and costs in 
money purchase plans. Annuity costs relevant to defined benefit plans 
are given in Table 3 for alternative ages of retirement under different 
economic assumptions, including .6 higher rates of return than those 
shown in Table 2.(8) All the annuity costs were computed using the ad- 
justed GAM Table mortality rates. Costs using Male Life Table Canada 
rates are also included in Table 3 under the most probable economic 
Scenario for purposes of comparison. 


Table 3 

Cost of a $1 Annuity Purchased at Alternative Ages of Retirement under 
Different Economic Assumptions (Entries in parentheses are computed us- 
ing Male Life Table Canada mortality rates.) 


Rate of Age of retirement 

return 5p 60 65 70 

Low 26 Si 11,56 LO, dt 8.62 
Medium BS 2a Ol 59) oh wl Oic72n (1.0.80) Dead, A964 jn 8. 1617(7.595) 
High 10.14 92:35 8.40 eso 

LOW act <6 12.22 05 OZ 8.34 

Med. +.6 126 LOZ. OF 2 eo0 

High +.6 9.72 9.00 SoZ Ui 


Using the above data, more than 1,000 scenarios were investigated 
through the methodology outlined in Appendix A. The output of the mod- 
els includes various statistical measures related to qualifying service, 
pension benefits, and pension costs. The balance of the paper is devoted 
to the presentation and analysis of the results. 


3. RESULTS 


The first phase of the study was limited to career qualifying ser- 
vice. The objective was to investigate the impacts of vesting rules, 
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FIGURE 3. Wage at Different Ages as a Fraction 

of Wage at 65 under Different Inflationary 
Assumptions (bottom lines) and Wage at 
Different Ages Invested until 65, as a 
Fraction of Wage at 65 (top line). 
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FIGURE 4. Cost at Different Ages of $1 Annuity 
Starting at Age 60 (top trio) or 65 
(bottom trio) under Different 
Inflationary Assumptions 
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termination rates, and periods of employment on the distribution of 
qualifying service. Results obtained in this phase were then used in 
designing the second and third phase scenarios on pension benefits and 
pension costs. This section is devoted to the presentation and discus- 
Sion of the findings in the last two phases of the study. It begins 
with a comparative analysis of the expectation, variability, and distri- 
bution of pension benefits at retirement under different plans, vesting 
rules, termination rates, and periods of employment. The impacts of 
inflation and source of contributions are examined next. Finally, the 
expected total costs and costs to the employers of projected benefits 
are analyzed under different scenarios, with particular reference to the 
effects of plan types, vesting rules, termination rates, inflation, and 
source Of contributions. 


Pension Benefits 


Output of the benefit models included expectations, variances, Gini 
coefficients, distributions, and Lorenz Curves, aS measures characteriz-— 
ing pension benfits at retirement for a typical employee (or for a group 
of similar employees). As already noted, benefits are expressed as a 
fraction of the wage in the year 2024 (hereafter referred to as the base 
wage). 


Expected Benefits 


Expected pension benefits at retirement are presented in Table 4 
for some of the scenarios investigated. The top left-hand entry of 8.34, 
for example, means that in CA plans under the vesting rule 45 and 10, a 
typical worker of low mobility, who starts his or her working life at 
the age of 20 and plans to retire at age 60, May expect as private pen- 
sion income at retirement 8.34 per cent of his or her projected 2024 
wage. (If the benefit level used were 2 per cent, rather than l per 
cent, the expectation in question would have been 16.68 per cent of the 
base wage.) Comparatively, other things being the same, 5Y plans imply 
twice as high benefits (16.70 per cent of the base wage), the retirement 
age of 65 increases pension benefits by 50 per cent (13.61 per cent of 
the base wage), and under the same circumstances, a worker of high mo- 
bility could expect less than half (3.86 per cent of the base wage) the 
benefits due to his or her low-mobility counterpart. Such comparisons 
will now be expanded through vesting rules, termination rates, plan 
types and periods of employment. Because of the somewhat arbitrarily 
selected benefit levels and contribution rates, expectations under de- 
fined benefit plans are not directly comparable, however, with those 
under the MP plan. 


First, as regards to the impact of vesting rules, an examination of 
Table 4 indicates that for all age groups and termination rates, and for 
both of the defined benefit plans, the rank of the vesting rules under 
consideration, from the most stringent to the most liberal, is: 45 and 
10, service 10, 40 and 5, service 5, rule 50, rule 45, and service l. 
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This ordering is preserved with few marginal exceptions. In addition, 
performances of the first, second, and third pairs of rules are similar 
in general, but differences between pairs increase with rates of termi- 
nation. Comparisons by pairs of the results under the rules 45 and 10 
versus service 10, and 40 and 5 versus service 5 in defined benefit 
plans suggest that the age requirement, as an addition to the service 
requirement, would have a minor impact on expected benefits. This is in 
reflection of lower salary scales and higher rates of termination in 
younger years. It can also be seen from Table 4 that the vesting rule 
has a marginal effect on expected benefits and that nothing much is lost 
due to vesting requirements in the low termination sector. As termina- 
tion rates increase, however, the vesting rule becomes a critical fac- 
tor, especially in CA plans. The relative insensitivity to vesting 
rules in 5Y plans is evidently due to the fact that the pension benefits 
accumulated at different ages in these plans depend heavily on the age 
at termination. Thus, liberalization brings in a smaller percentage 
increase in benefits (as compared to CA plans) associated with credit- 
able service at different ages. 


The ordering and pairing of the vesting rules in defined benefit 
plans are not preserved under the MP plan. The most notable development 
here is the relative improvements in expectations when the age require- 
ments are dropped from the vesting rules 45 and 10 and 40 and 5. This 
can be explained by noting that in MP plans benefits creditable to dif- 
ferent years of service are independent of the age at termination (as in 
CA but not in 5Y plans), in addition to being comparable in value (as 
Opposed to both defined benefit plans). Accordingly, removing the age 
requirement results in comparable additional benefits, making the rule 
service 5 the most liberal vesting provision in the low termination sec- 
tor (with the exception of the rule service 1). In the medium termina- 
tion sector also, the rule service 5 is either the most liberal vesting 
rule or a close second to rule 45. Significant improvements in the rel- 
ative performance in MP plans of the rule service 10 are also evident in 
Table 4. With the exception that the age requirement in vesting rules is 
a more substantial deterrent in MP plans than in defined benefit plans, 
the effect of vesting rules in MP plans is similar, in general, to that 
in CA plans. 


Next, regarding the impact of mobility, higher rates of termination 
would have two interrelated effects on vested benefits: reducing the 
length of a creditable service, and dividing a long period of creditable 
service in one employment into shorter periods of such service in sev- 
eral employments. The former effect is operational in all plans, but 
the latter is relevant only with respect to 5Y plans where benefits 
vested for a given year of service are determined by wages earned in 
later years in the same employment. Thus, 5Y plans are doubly affected 
by termination rates. In addition, since reductions in creditable ser- 
vice are more pronounced during younger years when termination rates are 
higher, MP plans would be more sensitive to mobility than CA plans. 
These expectations are well reflected in Table 4 where the impact of 
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termination rates is comparatively higher in 5Y plans than in MP plans, 
and in MP plans than in CA plans. Note also that the relative advan- 
tages in 5Y plans increase from high to low rates of termination and 
from early to normal ages of retirement. The results also show that the 
previously noted ranking (and pairing in defined benefit plans) of the 
vesting rules is also valid in relation to the influences of termination 
rates and plan types. In other words, more stringent provisions are 
comparatively more sensitive to plan designs and high rates of termina- 
tion magnify this sensitivity. Consequently, liberalization of vesting 
rules would have an overall equalizing effect on expected benefits. 


For the same age of retirement (60 or 65) the entry age 20 implies 
a marginal increase in expected benefits as compared to the entry age 
25, due to the fact that the years of service from age 20 to age 25 
either will not be creditable (due to higher mobility during younger 
years) or, even if they are, the relative value of the associated bene- 
fits will be small in defined benefit (especially CA) plans. On the 
other hand, for the same entry age (20 to 25) expected benefits related 
to the normal retirement age of 65 are much larger than those associated 
with the early retirement age of 60. For in all plans, more benefits 
will accrue over a longer working life, and an actuarial increase in 
benefits will be realized due to a shorter expected post-retirement life 
span. In addition, if not terminated, benefits related to the last em- 
ployment will be larger in 5Y plans and the fund will accrue returns 
over five additional years in MP plans. It can also be seen from Table 4 
that the relative increases in expected benefits resulting from a liber- 
alization of vesting rules would be nearly the same for all age groups. 
Similarly, higher rates of termination do not appear to have an aggra- 
vating effect on the relative benefits of different age groups. 


Variability of Benefits 


In Table 5, coefficients of variation are presented under the same 
scenarios as in Table 4. Coefficient of variation, defined as the ratio 
of standard deviation to mean, is a summary measure of the dispersion of 
benefits across the population of recipients. The measure is independ- 
ent of the benefit level in defined benefit plans; that is, the same 
numerical values would have resulted if higher or lower levels of bene- 
fit (than 1 per cent) were used in computations. Similarly, the measure 
does not depend on the particular contribution level used in the money 
purchase plan. Consequently, as opposed to the means, coefficients of 
variation under defined benefit plans are directly comparable with those 
under the money purchase plan. 


Analysis of the entries in Table 5 in much the same way as before 
reveals that the ranking and pairing of the vesting rules in relation to 
defined benefit and money purchase plans according to increasing means 
also turn out to be the order of these rules in decreasing coefficients 
of variation. It is evident that the vesting rules have a substantial 
impact on the variability of benefits for all age groups, plan types, 
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and termination rates. Also, both standard deviations(9) and coeffi- 
cients of variation are highest in the 5Y plan, followed by MP and CA 
plans. High dispersion of benefits in 5Y plans can again be explained 
by the fact that in these plans benefits associated with a creditable 
year of service may vary substantially as a function of the age at ter- 
mination. Also, since the benefits creditable to earlier ages are com- 
paratively more significant in MP plans than in CA plans, pension bene- 
fits are relatively more dispersed in the former plans. 


In view of these observations, tentative conclusions reached 
through expected benefits regarding the "immunity" of the low termina- 
tion sector to vesting rules, and the extent of superiority of 5Y plans 
over CA plans must be qualified. In addition, reductions in the varia- 
bility of benefits in moving to more liberal vesting rules are not as 
significant in 5Y plans as in CA and MP plans. It is interesting to 
note that the age requirement in vesting rules is again more critical in 
MP plans than in defined benefit plans. 


Distribution of Benefits 


Due to random nature of the employment termination process, pension 
benefit at retirement is a random variable. Therefore, measures consid- 
ered so far provide only a partial characterization. To arrive at the 
complete picture, especially in relation to policy issues, distribution 
of benefits must be identified. 


As computed through the underlying methodology, cumulative distri- 
butions of pension benefits at retirement for age group 25-65 are pre- 
sented in Figures 5 to 13, under different vesting rules, plan types, 
and termination rates. For every benefit level on the horizontal axes, 
the proportion of recipients whose benefits will be below this level can 
readily be determined from these graphs. For example, we can see from 
Figure 10 that nearly 68 per cent of the high mobility sector will re- 
ceive less than 15 (15 per cent of the base wage) in a 5Y plan under the 
rule service 10. This proportion reduces to about 10 per cent for the 
low mobility group (Figure 8). By implication, 32 per cent and 90 per 
cent, respectively, of the high and low mobility workers will receive 
more than 15. Conversely, by identifying first the percentages, one can 
determine the percentiles of the distributions. Again, from Figures 10 
and 8, the first quartiles under service 10 with high and low rates of 
termination are 3.5 and 15, respectively, medians are 10 and 20, third 
quartiles are 17.5 and 35, and inter-guartile ranges are 14 and 20. 
These numbers have obvious interpretations. Evidently, benefits of the 
middle 50 per cent will vary from 3.5 to 17.5 with a range of 14, if 
termination rates are high, but from 15 to 35 with a range of 20, if 
termination rates are low. Note that the maximum possible benefit is 36 
and 25 per cent of the low termination group will receive more than 35 
under any vesting rule. 
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The above observations are related to the distribution of career 
pension benefits for a group of similar employees under a given sce- 
nario. The obvious equitable result for them would be to obtain equal 
pensions. Any departures from this equality would have to be a conse- 
quence of the interaction of termination rates with vesting rules and 
other scenario elements. An instrument for the measurement of such de- 
partures is the Lorenz curve. The Lorenz curve of a pension benefit 
distribution is a plot of the fraction of employees receiving less than 
a given level of benefit versus the relative share of this group of the 
total pension income (or pension wealth). Figures 5 to 13 also include 
the corresponding Lorenz curves. According to Figure 10, for example, 
in 5Y plans under the rule service 10, the bottom 40 per cent of the 
high termination sector will share only 3 per cent of the pension income 
due to this sector. In the low termination sector, the share of the 
bottom 40 per cent of the recipients would be 25 per cent (Figure 8). 


If the correspondence between the fractions of recipients and their 
Share of the pension wealth were to be one to one, the Lorenz curve 
would have been the straight-line diagonal shown in the Figures. This 
corresponds to an ideal (perfectly egalitarian) distribution. Depar- 
tures from this ideal are measured by the Lorenz curve on a point-by- 
point basis, and by a summary measure called the Gini coefficient on a 
global basis. This index is defined, conventionally, as twice the area 
formed by the straight-line diagonal and the Lorenz curve (i.e., the 
ratio of this area to the total area of .5 below the diagonal). Conse- 
quently, as the Lorenz curve approaches the diagonal, the Gini coeffi- 
cient decreases (tends to 0) signifying an egalitarian distribution. 
Conversely, as the Lorenz curves moves away from the diagonal, the Gini 
coefficient increases (approaches to 1) characterizing an equitable 
distribution in the sense of the disproportionately high accumulations 
of the pension wealth in the high pension income groups. Gini coeffi- 
cients under different scenarios are presented in Table 6. 


We now turn to a brief comparative discussion of the distributions, 
Lorenz curves, and Gini coefficients through the impacts of vesting 
rules, termination rates, plan types, and periods of employment. 


Figures 5 and 8 show that the impact of vesting rules in defined 
Plans is in fact marginal when termination rates are low; only the rules 
45 and 10 and service 10 perform noticeably worse than others. This im- 
pact becomes substantial in medium and high termination sectors where 
the previously noted groupings are remarkably distinct (Figures 6, 7, 9, 
and 10). In general, distributions shift to the right as the vesting 
rule becomes more liberal, thus placing smaller fractions of recipients 
below a given level of benefit. These shifts are not always uniform, 
however. In Figure 5, for example, distributions under the rules ser- 
vice 10 and 40 and 5 cross at about the benefit level 14. Thus, under 
both rules, approximately 28 per cent will receive less than 14. How- 
ever, below this benefit level, relatively higher proportions of recipi- 
ents would receive smaller benefits (and above this benefit level, rela- 
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FIGURE 6. Distribution of Pension Benefits and 
Lorenz Curves under Different Vesting 
Rules in Career Average Plans with 
Medium Termination Rates 
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FIGURE 7. Distribution of Pension Benefits and 
Lorenz Curves under Different Vesting 
Rules in Career Average Plans with High 
Termination Rates 
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FIGURE 8. Distribution of Pension Benefits and 
Lorenz Curves under Different Vesting 
Rules in 5Y Plans with Low Termination 
Rates 
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tively lower proportions of recipients would receive higher benefits) 
under the rule service 10. Similar crossings can be observed in Figure 
5 also with respect to the vesting rule service 5. Therefore, distribu- 
tions of benefits in defined benefit plans under the service requirerent 
rules are relatively more concentrated at both extremes of the range, 
while under the age-service rules relatively more of the frequency lies 
in mid-ranges. These tendencies, however, are not reflected by Lorenz 
curves and Gini coefficients strongly enough to contradict the previ- 
ously suggested ranking of the vesting rules. Lorenz curves and Gini 
coefficients for medium and high rates of termination are in strict 
agreement with this ranking. When termination rates are low, Lorenz 
curves are hardly distinguishable under more liberal vesting rules. 


The vesting rule is much more influential in the money purchase 
plan (Figures 11, 12, and 13), even when the rates of termination are 
low. Groupings observed in relation to defined benefit plans are no 
longer evident. Thus, even modest changes in vesting rules would create 
Significant overall changes and shifts in distributions. This is a di- 
rect consequence of the periods of service for which benefits are for- 
feited due to termination before the vesting requirements are met. As 
pointed out before, in terms of their value at retirement, such benefits 
are comparable for comparable lengths of service in money purchase 
plans, irrespective of the specific time periods of accrual in one's 
working life. Their forfeiture, therefore, would induce a corresponding 
decrease in pension benefits due at retirement. (In defined benefit 
plans, benefits forfeited at younger years would have a relatively minor 
impact on the purchasing power of the pension income at retirement. ) 


The impact of termination rates is substantial in all cases, as re- 
flected by a shift to the left in distributions and a shift to the right 
in Lorenz curves, from low to high rates. The former is due to the fact 
that as termination rates increase, the proportion of recipients below a 
given level of pension income would also increase. Shifts in Lorenz 
curves, especially under more stringent vesting rules, are consequences 
of the relatively larger fractions of recipients with little or no pen- 
Sion income in higher termination sectors. Both Lorenz curves and dis- 
tributions indicate that in the high termination sector (age group 25- 
65), 32.5 per cent of the covered population would have no vested pen- 
Sion under the rule 45 and 10. This proportion drops to 27.5 per cent 
under the rule service 10, and to below 5 per cent under the rule 40 and 
5. For the age group 20-65, (distributions are not shown) the respec- 
tive proportions were 25.5 per cent, 18 per cent, and 2 per cent. In the 
medium termination sector for age group 25-65 (20-65) the same propor- 
tions are 9.5 per cent (7 per cent) under the rule 45 and: 10, 7 per cent 
(3 per cent) under the rule service 10, and negligible or zero under 
other rules. Consequently, as a measure of the risk of terminating em- 
Ployees, probability of no vested pension is highly sensitive to vesting 
rules, termination rates, and periods of employment. These findings, 
which refer to the covered population only, should be reflected in view 
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FIGURE 9. Distribution of Pension Benefits and 
Lorenz Curves under Different Vesting 
Rules in 5Y plans with Medium Termination 
Rates 
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FIGURE 10. Distribution of Pension Benefits and 


Lorenz Curves under Different Vesting 
Rules in 5Y Plans with High Termination 
Rates 
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FIGURE 11. Distribution of Pension Benefits and 
Lorenz Curves under Different Vesting 
Rules in MP Plans with Low Termination 
Rates 
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FIGURE 12. Distribution of Pension Benefits and 
Lorenz Curves under Different Vesting 
Rules in MP Plans with Medium Termination 
Rates 
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FIGURE 13. Distribution of Pension Benefits and 


Lorenz Curves under Different Vesting 
Rules in MP Plans with High Termination 
Rates 
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of the currently large proportion of the retired population in Ontario 
(and elsewhere) receiving no private pension income. 


Regarding the impact of the plan type, it is seen from the distri- 
butions that the maximum possible benefit is 16 in CA plans, 36 in 5Y 
plans and 25 in MP plans. Narrowness of the benefit range in CA plans is 
coupled with the concentration of most of the frequency near the upper 
range. Thus, although one cannot expect too much from a CA plan, most 
are likely to receive near maximum benefits (or, expressed in the nega- 
tive, all should fare equally badly). In contrast, the range of the 
distributions in 5Y plans is wide and dispersions are high. The fact 
remains, however, that 5Y plans are superior to CA plans in terms of inm- 
plied benefits. According to Figure 8, for example, 88 per cent of the 
low termination sector will receive more than 16 in the 5Y plan under 
the rule service 10, while everyone will receive at most 16 in a CA plan 
even under full and immediate vesting. 


Numerous other observations and comparisons can be made through the 
distributions and Lorenz curves. The above has been a demonstrative ac- 
count of the effects of some of the more important variables on the dis- 
tribution of benefits and related measures. The impacts of inflation 
and source of contributions will be outlined next. 


Inflation and Source of Contributions 


Results discussed so far are based on the most probable economic 
Scenario and essentially non-contributory plans. To isolate the effects 
of inflation and source of contributions, expected lifetime pension ben- 
efits under different vesting rules were recomputed for age groups 25-60 
and 25-65, using the low, most probable (medium), and high estimates for 
the rate of inflation, and contributory and non-contributory plans. (For 
details on economic assumptions and rates of contributory plans, see 
section 3.) The results are presented in Table 7. 


The contributory-non-contributory distinction is irrelevant in MP 
plans. In defined benefit plans, increases in expected benefits from 
non-contributory to contributory modes are due to the computation of 
benefits in contributory plans as the greater of the accrued pension 
implied by the benefit formula or what the accumulated contribution 
would buy. The increases range to 17 per cent (excluding the rule ser- 
vice 1); are larger for higher rates of termination and inflation, 
larger in CA plans than in 5Y plans, and larger for the retirement age 
657thanefont60. WAlso,t inva! cases, the increases are more pronounced 
under the vesting rule service 5. This last result is in support of the 
widely held belief that the contributions of the members defined benefit 
Plans may buy much of the benefits they are entitled to during their 
younger years. Thus, in the absence of an age requirement for vesting, 
benefits creditable to earlier ages under the rule service 5 appear to 
have fallen short of what the contributions would buy (more so under 
this rule than others). 
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Table 7 also indicates decreases in expected benefits of 21 to 23 
per cent and 29 to 33 per cent, respectively, from low to medium and 
from low to high rates of inflation in non-contributory CA plans for age 
group 725-60: Decreases in benefits are slightly smaller in contribu- 
tory plans and for the retirement age 65. More stringent vesting rules 
and higher rates of termination do not appear to aggravate the impact of 
inflation. As expected, reductions in benefits due to inflation are 
considerably less in 5Y plans than in CA plans (6 to 10 per cent from 
low to medium and 18 to 26 per cent from low to high inflation for age 
group 25-60). And, in contrast to the defined benefit plans, expected 
benefits increase in MP plans together with the rate of inflation, evi- 
dently owing to the relatively cheaper annuities purchased at retirement 
(see Table 3). The increases are 3 per cent for age group 25-60 and 7 
per cent for age group 25-65, from low to medium inflation; and, 7 per 
cent for age group 25-65, from low to medium inflation; and, 7 per cent 
for age group 25-60, and 20 per cent for age group 25-65, from low to 
high inflation. 


Pension Costs 


Pension costs were modelled through an adaptation to lifetime pen- 
sion benefits of the "projected benefit cost method"; the version of 
this method that was used develops a normal cost that remains constant 
as a percentage of salary.(10) For every scenario, the model output 
included the total cost and the employer's cost, both expressed as a 
fraction of the present value of the payroll over the working life. 


In Table 8, we present the total costs (employer cost plus employee 
cost in contributory plans) for age groups 25-60 and 25-65. As expected, 
costs are higher under lower rates of termination, more liberal vesting 
rules, contributory plans, 5Y plans (relative to CA plans), and the re- 
tirement age 60. It is also seen that the total costs in defined bene- 
fit plans decrease as the rate of inflation increases. As noted pre- 
viously, although wages increase with inflation, vested benefits related 
to terminated employments do not in defined benefit plans. On the other 
hand, it is cheaper to maintain a constant level of benefit during post- 
retirement years when the interest rates are high. 


Table 8 reveals that the relative incremental cost of liberaliza- 
tion would be larger in CA plans than in 5Y plans, in non-contributory 
than in contributory defined benefit plans, and for the retirement age 
60 than for 65; these costs would also be larger in the higher termina- 
tion sectors. In many if not most of the cases, however, increases in 
total costs are remarkably small.(1l) 


Employer costs are presented in Table 9. Very low entries under CA 
plans, especially for higher rates of inflation, should be noted. Com- 
parative examinations of the entries in Tables 8 and 9 would also reveal 
the effects of other scenario variables. Such observations would be sub- 
stantially similar to those already noted in relation to pension bene- 
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Table 8 


Total Pension Costs 


Low inflation 


20-00 


25-60 


Contributo 


Non-contributo 


BY. 
6.47 
6.50 
6.60 
6.62 
6.65 
6.66 
6.68 


Contributo 


Non-contributo 
5Y 
5.84 
5.96 
6.09 
6.19 
6271S 
Ge23 
Osor 


BY’ 
6.83 
Seed 
7.04 
Led 
Tell 
Loe 
Wadi) 


5Y 
6.22 
6.42 
6.58 
6.73 
6.70 
6.77 
6.90 


Vesting 
rules 


Termination 
rates 


ee 
5.14 
= A 
Sy Pe, 
is ee 
eEPAs, 
5.39 


3509 
3.87 
BIOS) 
3295 
4.00 
4.01 
4.04 


4.11 
4.37 
4.42 
4.69 
4.53 
4.63 
4.92 


BS Pee 
Soil 
3.43 
Spoil 
3252 
3256 
3.64 


5.08 
525 
5.26 
5.41 
Seo2 
Sed 
Soe 


4.25 
4.28 
4.41 
4,43 
4.47 
4.48 
4.50 


4.24 
4.55 
4.61 
4.95 
4.74 
4.87 
Deee 


3.64 
au 18 
3.94 
4.07 
4.06 
4.12 
4.24 


45 + 10 


Service 10 


40 + 5 


Service 5 


Low 


Rule 50 


Rule 45 


Service l 


4.46 
4.59 
4.75 
4.91 
4.85 
4.95 
5.18 


5.08 
ee 
eo 
5.40 
ers y 
5.54 
5.60 


3.54 
3506 
aaho 
Dace 
3.94 
S60 
4.01 


2699 
3.26 
3.60 
S25 
Sco 
4.07 
4.61 


4.01 
4.14 
4.53 
4.66 
4.80 
4.90 
5.07 


2.46 
2.56 
2.94 
3.04 
3.20 
Si Pae) 
3.45 


4.45 
4.61 
4.78 
4.98 
4.90 
5.01 
Bn) 


5e2g 
D3 t 
5-10 
5.74 
SrKeh, 
5293 
5.98 


3.80 
3203 
4.14 
4.16 
4.32 
4,35 
4.40 


2007 
Sak 


4.17 
4,38 
4.86 
5.06 
bao 
ew SE) 
5.60 


2.68 


45 + 10 


3.67 
4.10 
Seb) 
4.21 
4,87 


83 
Be29 
3.46 
S00 
Sebo 
4,00 


Ze 


Service 10 


407425 


184 


Service 5 


Medium 


Rule 50 


Rule 45 


Service l 


eee ht 
4.00 
4.26 
4.39 
4.45 
4.57 
4.85 


Cyc: 
eye I 
4.33 
4.36 
4.62 
4.65 
4.72 


ingle 
3el7 
3.49 
SOL 
3.78 
Shag 
3.88 


1.86 
2.05 
2.61 
2.90 
3.08 
350 
4.05 


2.40 
2.49 
3.08 
3.18 
3.60 
3.74 
eyes 


1.60 
LO? 
2e25 
Zaoe 
2e1D 
2.88 
S ped A 


3.86 
Sie) 
4.25 
4.41 
4.43 
4.59 
4.92 


4.03 
4.09 
4,54 
4.57 
4.90 
4.96 
5201 


S226 
Se) 
Satz 
3.74 
4.07 
4.12 
4.18 


2.41 je Tite! 


1.66 


45 + 10 


Service 10 


a0¥ a5 


2.60 
2.94 
3.06 
3.41 
4.25 


3825 
3.41 
3.83 
4.05 
4.40 


2.43 
2.07 
3.00 
See 
S00 


Service 5 


High 


Rule 50 


Rule 45 


Service l 


Table 8 (continued) 


Medium inflation 
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Table 8 (concluded) 


High inflation 
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Table 9 (concluded) 
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Table 10 (concluded) 
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fits. Employer costs are also presented in Table 10 using .6 higher 
rates of return than before. Evidently, higher rates of return on in- 
vestment would decrease employer costs marginally in MP plans but sub- 
Stantially in defined benefit plans. In fact, some of the entries in 
Table 10 are negative, implying that the employee contributions alone 
(2.5 per cent of the payroll) would be more than sufficient to subsidize 
the projected benefits under certain circumstances. 


4. CONCLUSIONS 


In the foregoing, three basic plans were examined under various 
economic assumptions and vesting rules, for employees with different m- 
bility characteristics and periods of participation in the labour force. 
The analysis was based on probabilistic models designed to characterize 
the ultimate benefit to be derived by a typical employee (or by a group 
of similar employees) from his or her career membership in pension 
Plans. The ensuing pension costs were also modelled and computed by an 
adaptation of the projected benefit cost method to lifetime pension ben- 
efits. The results presented and discussed in the paper have important 
implications regarding the current status of the private pension system 
in Ontario, and the expected consequences of more liberal vesting rules. 


On the basis of the results obtained, arguments that can be put 
forward regarding the virtues and limitations of alternative vesting 
rules must be preceded by an assessment of the plan types examined in 
the paper in terms of employee benefits, employer costs, as well as the 
social objectives of the government, which Supports these plans through 
tax expenditures. Although the employers are primarily concerned with 
the magnitude and unpredictability of pension costs as a function of the 
payroll, the main issues of importance for the employees have been the 
existence and value of private pension benefits. On the other hand, in 
addition to the questions of distributional equity, the government is 
concerned with the overall well-being of the private pension system as a 
regulator (provincial level) and as a subsidizer (federal and provincial 
levels). 


From the employees' perspective, defined benefit plans have a num- 
ber of important drawbacks. First, pension benefits under CA plans de- 
teriorate rapidly with inflation, as the accrual of pension is based on 
past wages. The prospects are somewhat better in 5Y plans where, al- 
though benefits related to previous employments would also erode rapidly 
with inflation, current job benefits would exhibit a good follow-up. Ac- 
crued pension benefits are fully protected from inflation only in MP 
plans in which both past and current benefits increase with interest 
rates reflecting inflation (Table 7). Secondly, and substantially for 
the same reasons, defined benefit plans (especial lyCA jplans) are-not 
"age neutral" because benefits for younger workers are lower in value 
than for older workers. Although there have been some proposals to elim- 
inate age-related pension benefit differentials, it appears impossible 
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to construct age-neutral defined benefit plans.(12) In contrast, money 
purchase plans, in which the employer contributes a fixed percentage of 
employee earnings, are clearly age-neutral. It should be noted, how- 
ever, that benefit differentials due to age would prevail even in MP 
plans, except under full and immediate vesting, so long as termination 
rates decrease with age. 


In addition to being very sensitive to inflation and age, pension 
benefits under CA plans are not well related to the current economic 
status of the worker, for wages grow but past benefits do not (Figure 
3). This relationship is improved in MP and 5Y plans where, in the lat- 
ter, current job benefits are based on final earnings. Also, in rela- 
tion to other forms of saving, the comparative value of benefits in CA 
plans is difficult to ascertain for the average worker; such a compari- 
son should necessarily involve annuities. This difficulty 1s compounded 
in 5Y plans because of wage growth in the current job. In MP plans, on 
the other hand, accrued pension benefits are readily comparable with 
other assets. 


As to the relative advantages to the workers of defined benefit 
plans, it might be noted that such schemes promise a fixed benefit rate, 
not a fixed contribution rate as in MP plans. Evidently, the latter 
would increase the uncertainties about future benefits. It is also true 
that the accrued benefit is easily comparable with current wage in de- 
fined benefit plans but not in MP plans, where it is necessary to go 
back through annuities. Such advantages, however, fall short of explain- 
ing the relative popularity of defined benefit plans in Ontario and 
elsewhere in North America. 


Money purchase plans offer notable advantages for employers also. 
For one thing, cost of a defined benefit plan fluctuates with economic 
conditions (Tables 9 and 10), as the cost of the annuity depends on the 
prevailing rate of return on investment, while the cost of a MP plan has 
a known upper bound implied by the rate of contribution. In addition, 
defined benefit plans are difficult to cost for the firm because of un- 
certainties involved in the projection of economic conditions, termina- 
tion rates, and wages.(13) Costing of a MP plan, on the other hand, is 
almost immediate. 


In defined benefit plans, there may be incentives for the firms to 
formulate hiring and retention policies that are discriminatory to older 
workers, because such plans are not age-neutral and pension costs are 
relatively higher for older workers; such incentives would be more pro- 
nounced in final earnings plans under which the employers may expect the 
largest relative reductions in mobility.(14) As pointed out in the dis- 
cussion of pension benefits, 5Y plans are highly sensitive to rates of 
termination, followed by MP and CA plans. 


From the point of view of the government, distribution of pension 
income across the retired workers of comparable pre-retirement economic 
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Status would be most equitable and uniform under CA plans. At the other 
extremes are the 5Y plans with highest distributional dispersions, with 
MP plans falling somewhere in between (see Tables 5 and 6 for coeffi- 
cients Of variation and Gini coefficients). ‘The same relative ranking 
of the three plan types also prevails in relation to the efficient allo- 
cation of labour, as CA plans place the lowest restriction on mobility 
and 5Y plans the highest. In terms of preserving the purchasing power 
of the pension income relative to the earnings of comparable non-retired 
workers, however, CA plans are inferior to both 5Y and MP plans. #ln 
this regard, a comparison between the last two types of plan would de- 
pend on when changes in economic conditions (1.e€., wage growth, interest 
rate) take place and on the timing of annuity purchases. Finally, in 
relation to the impact of regulation through statutory vesting rules, it 
has been established that CA and MP plans are highly sensitive but 5Y 
plans are relatively neutral to vesting provisions. 


These observations are summarized in Table 11 which also includes 
Ordinal ranking of the three plans through various criteria of impor- 
tance to workers, employers, and the government. ‘Two conclusion emerge: 
overall, MP plans best serve the interests of all three economic agents; 
the impact of vesting rules cannot be isolated from and thus should be 
assessed independent of plan types. In turn, the latter issue must be 
addressed from two different directions: incremental changes in pension- 
related measures induced by alternative forms of more liberal vesting 
provisions in different plans; and comparative effects in different 
plans of delayed vesting characterized by these alternatives relative to 
full and immediate vesting. 


Some of the results reported in Section 4 are reproduced in Tables 
12 and 13 as multiples of the corresponding values under the rule 45 and 
10 in defined benefit plans.(15) It is apparent that liberalization of 
vesting rules would have a larger impact on CA plans and in higher ter- 
mination sectors. It is also apparent that removing the age requirement 
from the current statutory vesting rule 45 and 10 would result in mar- 
ginal increases in costs and benefits and equally modest improvements in 
the distribution of benefits in defined benefit plans. Rule 40 and 5 or 
service 5 would result in comparable moderate increases in costs and 
benefits, and a more substantial liberalization can be achieved through 
rule 50 or rule 45. 


The rationale in arriving at better regulatory alternatives should 
not be based, however, largely on considerations relative to current 
vesting standards. More important are the relativities with respect to 
ultimate benefits and costs under full and immediate vesting which has 
been characterized in this study by the rule service 1. Performances of 
different vesting rules relative to this form of vesting are also given 
in Tables 12 and 13 in terms of cost, benefit, and Gini ratios in de- 
fined benefit plans. It is interesting to observe that the effects of 
the rules service 5 and 40 and 5 in CA plans are comparable to the ef- 
fects of service 10 and 45 and 10 in 5Y plans. A comparative examina- 
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tion of the Gini ratios reveals, also, that the previously noted high 
distributional inequities in 5Y plans are primarily due to the plan 
type, while in CA plans the main negative factor is the vesting rule. 
Therefore, if the new regulatory guidelines in relation to delayed 
vesting are to balance the impacts of different plan types, statutory 
vesting rules applicable to CA plans ought to be more liberal than those 
applicable to final earnings plans. 


It is also clear from these results that both rule 50 and rule 45 
approximate, in effect, full and immediate vesting in defined benefit 
plans, except in relation to distributional equity. These rules, how- 
ever, would create additional complications for workers and firms in 
their valuation of the defined benefit pension scheme. More importantly, 
they would further the negative effects of age-dependent pension differ- 
entials by providing additional incentives for the firms to formulate 
hiring policies that are discriminatory to older workers. 


Table 14 shows that the impact of alternative forms of liberaliza- 
tion on MP plans would be comparable, in general, to that observed in CA 
plans with an important qualification that the age requirement is much 
more influential in MP plans than in defined benefit plans. On the other 
hand, more is lost due to vesting in MP plans. In fact, it is seen 
through measures relative to service 1 that the performance of service 5 
in MP plans is remarkably similar to the performance of 40 and 5 in CA 
plans. 


In conclusion, growth of defined contribution (money purchase) 
plans should be encouraged as the most important means of reforming the 
private pension system in Ontario. In terms of the alternatives exam- 
ined in this paper, vesting rules should not be more restrictive than 
service 5 in defined contribution plans and 40 and 5 in defined benefit 
career average plans; a more stringent benchmark may be considered for 
defined benefit final earnings plans. Since defined benefit plans are 
not restricted to career average and last five years' average modes (in 
fact, these are extreme forms) the latter differentiation leads to the 
perhaps undesirable prospect of prescribing a different vesting rule for 
every benefit formula. The rule 50 and 5 could, therefore, be adopted 
for all defined benefit plans and the rule service 5 for all defined 
contribution plans. If a single statutory minimum provision is to re- 
place the rule 45 and 10 in all plans, then the most appropriate choice 
appears to be the rule service 5. 
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NOTES 


(1) 


(2) 


(3) 


(4) 


fe) 


(6) 


bes) 


(8) 


Most pension plans in Ontario are defined benefit plans using a 
variety of benefit formulas. CA and 5Y plans being considered in 
this paper are common in practice and represent benchmark 
extremes; final earnings plans are restricted by law to the 
average wages of the last three or more yearse Money purchase 
plans constitute about 6 per cent of »lan members and 40 per cent 
of plans in Ontario. The benefit and contribution levels used are 
arbitrarily selected, but the results can readily be adjusted to 
other levels. (For example osts and benefits in defined benefit 
plans with 2 per cent benefit level would be twice as high.) 


Two additional rate schedules, representing the actual experience 
of the Ontario Public Service Superannuation fund in the period 
1974-76, were also used throughout most of the study. Results 
obtained under these schedules were included in the reports 
submitted to the Royal Commission but will not be discussed in 
this paper. All termination rate schedules were constructed by 
Laurence Coward and Towers, Perrin, Forster and Crosby of 
Toronto. 


The loading was removed from the GAM Table and a projection for 
mortality improvement was incorporated by Towers, Perrin, Forster 
and Crosby of Toronto. 


Computations were also carried out using somewhat higher rates of 
mortality taken from Male Life Table, Canada, 1970-1972. These 
rates are also given in the Appendix and the annuity cost 
differences implied by the two different tables will be noted 
later in this section. 


These projections were made and provided to us by the Royal 
Commission on the Status of Pensions in Ontario. 


O. Marcotte, and Y. Balcer, "Lifetime Wages and Earnings Patterns 
in Canada," (mimeographed report, 1977); P. Diamond, Re Anderson, 
and Y. Balcer, "A Model of Lifetime Earnings Patterns," Consultant 
Panel on Social Security to the Congressional Research Service, 
Report (Washington, D.C.: Government Printing, Office, 1976. 


Similar wage functions relevant to last five years' average plans 
can also be constructed but are not shown in Figure 3. It should 
be noted, however, that since benefits related to a creditable 
year of service depend on the wage at termination in final 
earnings plans, there will be a wide disparity relative to 
career~-average plans. 


As noted before, rates of return are based on the long-term 
government bond index. It was subsequently decided to recompute 
some of the results using somewhat higher rates of return to 
account for the private sector and as an additional dimension in 
sensitivity analysis. 
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(9) 


(10) 


(11) 


(12) 


G13) 


(14) 


OSs) 


Standard deviations can easily be computed by multiplying the 
entries of Table 5 with the corresponding entries of Table 4. 


See H.E. Winklevoss, Pension Mathematics, with Numerical 
Illustrations (Pension Research Council, Irwin, TELInoOLSs, OUT ie 


Recall that the defined benefit plans are based on a 1 per cent 
benefit level and that the level of contribution in the MP plan is 
6 per cent. If these levels are increased, cost differences in 
question would also increase proportionately. Recall also that 
neither absolute nor incremental costs under MP plans are directly 
comparable with those under defined benefit plans. 


See B.S. Barnow and R.G. Ehrenberg, "The Cost of Defined Benefit 
Pension Plans and Firm Adjustments,"Quarterly Journal of Economics 
(forthcoming), for a comprehensive analysis and discussion of this 


issue as it relates to cost-neutrality to firms in hiring workers 
of different ages. 


In CA plans, costing would be relatively easy if the firm used the 
"plan termination cost method," but harder under other actuarial 
cost methods. See B.S. Barnow and R.G. Ehrenberg, "The Cost of 
Defined Benefit Pension Plans and Firm Adjustments," Quarterly 
Journal of Economics (forthcoming), for a comprehensive analysis 
and discussion of this issue as it relates to cost-neutrality to 
firms in hiring workers of different ages. 


Unfortunately, such influences are not well reflected in the 
results because of the assumed independence in the foregoing 
policy simulations of termination rates, wages, and plan 
characteristics. This assumption avoids the estimation problems 
related to the extent to which varying plan parameters would 
affect labour turnover (the individual response) or cause 
compensating variations in wages (the market response). Such 
considerations do not limit the usefulness of the results, 
however, so long as they are interpreted with due regard to 
elements that are not incorporated in the models. 


Ratios in Tables 12, 13, and 14 are for age group 25-65 under the 
most probable economic scenario. Ratios for different age groups 
and economic assumptions are similar. 
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Appendix A - Methodology 


Pension plans may be divided into two broad categories: defined 
benefit plans and defined contribution plans. A defined benefit plan 
may in turn be a unit benefit plan under which pension benefits are de- 
termined with reference to the remuneration of an employee for each year 
or for a selected number of years of service, or a flat benefit plan 
under which pension benefits are expressed either as a fixed amount in 
respect of each year of employment or a fixed periodic amount. The most 
common version of a defined contribution plan is the money purchase plan 
under which pension benefits are determined upon the retirement of an 
employee by the accumulated amount of past contributions. Defined ben- 
efit plans may be contributory (i.e., both employees and the employer 
contribute) or non-contributory (i.e., only the employer contributes); 
most money purchase plans are contributory. 


In almost all defined benefit plans and in some defined contribu- 
tion plans, a terminating employee is entitled to pension benefits at 
retirement if he or she is of a prescribed minimum age at the time of 
termination (the age requirement); and/or he or she has completed a pre- 
scribed minimum number of years of service with the Organization (the 
service requirement). These requirements are called vesting rules (stan- 
dards or provisions); if they are met, the pension is vested in the em- 
ployee, contributions are "locked-in," and the employee collects bene- 
fits from it upon retirement even if he or she never again works for the 
Organization involved. If termination occurs before vesting, the em- 
ployee is entitled only to a return of his or her contributions with 
some interest. 


An important proxy measure for pension benefits at retirement is 
the length of qualifying sevice (i.e., a length of service that quali- 
fies or is "creditable" under the vesting rules in effect). Given the 
Structural features of a specific pension plan and the rates of termina- 
tion applicable to plan members, qualifying service in the plan can be 
characterized without much difficulty. Such an exercise would not be 
very useful, however, as a basis for the discussion of various policy 
issues related to lifetime pension benefits. The relevant measure is 
the cumulative qualifying service accruing from a career membership in 
pension plans. Important determinants of this measure, in turn, would 
be the length of the working life, periods of employment, termination 
rates, vesting rules, pension plan coverage, and portability (or 
transferability). 


Since the employment termination process is a random process, qual- 
ifying service in a given plan as well as career qualifying service can 
be fully characterized only through probabilistic models. To illustrate 
the general structure of the basic model used in the following applica- 


tions, let h"(i) denote the length of qualifying service under a given 
vesting rule for an employee who terminates an employment of length i at 
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working age n. For example, under the rule of full vesting after ten 
years of service, we have 
h(i) = iif i is greater than or equal to 10 
0 if i is less than 10 
and, under the rule 45 and 10, we have 
h(i) = i if i is greater than or equal to 10 and 
n is greater than or equal to 45-a 
0 otherwise 
where a is the age at entry. Next, let p(i) be the probability that an 
employment of duration i years at working age n will continue for at 
least one additional year. Note that pCi) are complements of select 
termination rates. If we now denote by WiC) the probability that the 
current employment at working age n is of i years length and that j years 
have been vesting in previous employments, we can write: 


Wiese Won isle ae Oo (ih) i= 2a Oe 


n-l 
WP (1) 3) = BWR, HP 4) Lp (4) AO, ee a 


These relations determined the probabilities W'(i,j) recursively which 
in turn can be used to compute the distribution N15) of career quali- 
fying service at working (or retirement) age N by: 


wee 


Wi, jon (i), j=1,1...,N. 


Phe 


= 


Under the abstraction that the pension is wage indexed (i.e., ac 
crued at the same rate as the rate of growth of the average wage) qual- 
ifying service at retirement can be regarded as pension benefits ex- 
pressed as a fraction of the wage at retirement. This assumption does 
not hold in practice, however, and the above model should be converted 
to that of pension benefits. This conversion is trivial in flat benefit 
plans. It can also be carried out for unit benefit and money purchase 
plans by appropriately modifying the function h"(i) so as to transform 
the lengths of qualifying service to pension benefits, taking into ac- 


count benefit formulas, benefit levels, wage profiles, and wage growth 
Laces. 


In unit benefit plans, for example, pension benefits accruing from 
an employment of length i years that terminates at working age n can be 
expressed as: 


n 
hz (i) = kno (i) £ (Wy 347 Wr-dgores + ry) 
Wr 
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where k is the benefit level (usually 1 per cent to 2 per cent), w: is 
the wage at working age j, and f is a function that established the way 
in which career wages are taken into account. In career-average- 
earnings plans f(w Sys, ~i4+20°°+7W,) = (Wr i+) tw ~j+2t---tw,)/i and in 
final-wage plans f(w —i+1%n-i+Qre°e7W,) = Wy, With several other possi- 
bilities and practices in between these extremes. The wages involved may 
be taken as unindexed relative wages computed from Wz (1+g)9-N, such that 
Wy=l, where g is the growth rate of the average wage and N is the age of 
retirement. Or, these can be computed from w=(1+g)9N(14,)Nn | as the 
value at time N of the relative wage paid at time n if it were indexed 
by the inflation rate r from time n to time N. Wage profiles reflecting 
wage differences in different ages can also be incorporated. 


If we replace the function h"(i) in the expressions presented above 
in relation to qualifying service by h> (i), we arrive at a framework 
for modelling pension benefits at retirément aS a percentage of the wage 
in the year preceding retirement. This framework represents the theoret- 
ical basis for the benefit and cost models to be used in the applica- 
tions reported here. Certain aspects of the methodology are covered in 
more detail in Y. Balcer and I. Sahin, "Probabilistic Models for Pension 
Benefits," Journal of Risk and Insurance, 46(1979), pp. 99-123. 
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INTRODUCTION 


The question of whether mandatory retirement based exclusively on 
age ought to be banned receives a great deal of current attention. The 
most striking characteristic of the labour force behaviour of older 
workers in recent years, however, has been a continuing trend toward 
earlier retirement. Data on retirement decisions per se are not avail- 
able, but existing figures on labour force participation rates provide a 
close approximation. These data, summarized in Table 1, confirm the 
Steady trend toward earlier retirement for males in the 55-64, 65-69, 
and over-70 age categories. For females, for whom there has been a dra- 
matic increase in participation rates as a whole for the past twenty 
years, the trend toward early retirement is still evident in the 65-69 
and over-70 age categories. 


The purpose of this report is to highlight the major economic im- 
plications of the trend toward early retirement, particularly as they 
pertain to pension planning. The report is organized around five major 
topics: 


1. analysis of the trend toward earlier retirement; 

2. the labour market implications of this trend; 

3. the macroeconomic consequences of early retirement; 

4. the impact of the trend toward early retirement on the design 
of public pension plans; and 

5. the impact of this trend on the design of employment pension 
plans. 


The Trend Toward Earlier Retirement 


Analysis of this trend, in both Canada and the United States, has 
focused on the relative importance of two factors: first, the health of 
the employee as he approaches what may be termed the "normal" retirement 
age of 65; and second, the resources that he has available to finance 
his retirement. The latter consists of income from public pension pro- 
grams, employer-sponsored and other private pension plans, and the ac- 
cumulated value of other prior savings. The argument that health of the 
employee is a crucial factor is weakened prima facie by the fact that 
the trend toward earlier retirement has occurred during a period in 
which life expectancies have increased and the delivery of health ser- 
vices has improved. Further, much of the evidence which supports this 
view is drawn from survey responses, in which individuals are more 
likely to give socially acceptable reasons for early retirement such as 
poor health. Formal statistical studies of the labour force partici- 
pation behaviour of older workers in the United States asSign a far 
greater role than to survey techniques, to the availability of public 
pensions and other resources necessary to finance retirement. 
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Table 1 
Labour Force Participation Rates, Older Males and 
Females, 1961-1977 (a) 


Participation rate 


Males Females 
55-64 65-69 #£%70+ 55-64 65-69 #£=~70+ 
(Per cent) 

L9G E8529 50.4 22.0 24.6 10.8 Sars: 
L962" © 8h5Vs 49.2 20.4 Z5ez2 T¥s2 3.4 
1963 sores 45.0 19¢3 200 Zo 3.4 
1964 S503 47.1 18.4 Oe 2. 12.6 366 
L965 =85..6 46.0 tS ee 28.6 i274 3.4 
1966 = 85.3 46.7 Ise. Shy iiihage! 395 
1967 - 85.0 45.7 hed B0e3 Ze 3.4 
1968 + # 84.7 44.1 153 2e045055 254 3.4 
1969 84.6 41.3 LS sonee ss 2e Lies] Zen 
1970 “356 Si isos) 16.3 31.6 LORS 229 
LO E8255 3256 14.6 SP Ate: LOS6 Pape, 
197 20 O50 Site HES yal 3.5 igs Pass) 
19737 300 30.6 1233 32.9 953 2.4 
1974 Te 30.0 LISSES  Sh.S 8.8 2.4 
Bhs Wise) ores 29.9 1059 30.7 925 228 
1976 76.8 2504 OF 7N' aS2.0 139 ral: 
LES I OILS S 25008 Oe BZee 8.4 250 


a Annual data are averages of monthly rates from 
Statistics Canada, The Labour Force, with rates 
prior to 1976 converted to the "new" defini- 
tion, as compiled by Burbidge and Robb (1978). 


The trend toward earlier retirement is readily explained in the 
traditional work-leisure, life-cycle framework employed by economists to 
analyze labour supply decisions. In this framework, leisure is rec- 
ognized to be a normal good whose consumption will increase as the 
wealth of the household increases. Rising per capita incomes over time, 
together with the expansion of institutionalized retirement incomes in 
the form of public programs such as OAS and CPP/OQPP, have enabled many 
Canadians to consume more leisure in the form of earlier retirement. Of 
particular importance in this regard has been the facilitating role of 
public policy. Over the period 1966 to 1970, eligibility for OAS and 
GIS was gradually reduced from age 70 to 65, presumably in response to 
public pressure. The introduction of the CPP/QPP, together with the 
expansion of OAS and GIS benefits, created intergenerational transfers 
in which the wealth of present workers increased at the expense of fu- 
ture taxpayers. These intergenerational wealth transfers, which have 
undoubtedly facilitated the earlier retirement of many, are a by-product 
of the pay-as-you-go nature of these public programs. Tax or contribu- 


210 


tion rates for OAS/GIS and CPP/QPP will undoubtedly have to increase in 
the years ahead, thus highlighting the fact that early participants in 
these plans receive net benefits far in excess of their contributions. 
Similar arguments hold for freely available or subsidized services to 
the elderly, particularly health care, which are financed out of general 
tax revenues and thus on a pay-go basis. In short, the trend toward 
earlier retirement - as more individuals use their rising real incomes 
to consume greater leisure time in the form of earlier retirement - has 
undoubtedly been accelerated by public policies which have transferred 
additional wealth to current retirees and elderly workers from future 
taxpayers. 


The logic of searching for the causes of the trend toward earlier 
retirement is to help predict whether or not this trend will continue. 
To the extent that the current trend is in part a manifestation of pub- 
lic policy, there also remains the possibility of using policy levers to 
Slow or even reverse it if so desired. Although the issue is open to 
some debate, the consensus view appears to be that - in the absence of 
major changes in the age of entitlement to public programs and subsidies 
targeted to the aged - the trend will continue, at least for a while. 
Denton and Spencer (1978), in a background study prepared for the 
Economic Council of Canada, make what appears to be a representative set 
of projections. For males aged 55-64, they project a drop from the 1977 
participation rates of 76.6 per cent to 74.5 and 70.0 per cent respec-— 
tively, in 1981 and 1991. For males aged 65-69, the corresponding fig- 
ures are from 25.1 to 21.9 and 15.0 per cent respectively. For females 
aged 55-64, Denton and Spencer project a modest increase from 32.2 per 
cent in 1977 to 34.0 per cent by 1991. For females aged 65-69, they 
project a decline during this period from 8.4 to 5.0 per cent. Asa 
working approximation, Denton and Spencer assume that these participa- 
tion rates stabilize after 1991. 


Given first, the projected rise in per capita incomes in the years 
ahead and second, the maturing of both the CPP/QPP and many employer- 
Sponsored pension plans, the continuance of the trend toward earlier 
retirement is likely. Working in the opposite direction, although not 
likely to reverse the trend, is the fact that the intergenerational 
wealth transfers associated with the public programs will decrease 
sharply over time, especially for middle- and upper-income Canadians. 
In another background study for the Economic Council of Canada, Rea 
(1978) assesses the net benefits (the present value of future benefits 
less the present value of future contributions and the accumulated value 
of prior contributions) of OAS/GIS and CPP/QPP by income class and age 
cohort. Assuming first that contribution rates to the CPP/QPP are not 
raised until the fund is exhausted in 2007, and are set at pay-as-you-go 
rates thereafter, and second, that OAS/GIS benefits are financed from 
personal income taxes, Rea contrasts the net benefits to today's older 
workers (the 1925-29 cohort) with those to new entrants to the labour 
force (the 1960-64 cohorts). For the older workers, averaged over all 
income classes, net benefits (in thousands of 1977 dollars) per worker 
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equalled $9,300 from CPP/QPP and $3,700 from OAS/GIS for a total of 
$13,000. For the new entrants, however, net benefits per worker 
equalled $7,450 from CPP/QPP and minus $4,760 from OAS/GIS, for a net 
total of only $2,690. The net benefits to the older cohort of OAS/GIS 
are higher if these benefits in fact turn out to be more closely indexed 
to wages than to prices (i.e., via subsequent liberalization of bene- 
fits), and the net costs to the younger cohorts are higher as well. 
While these figures are contingent upon a specific set of underlying as- 
sumptions, they suffice to make the basic point. The net intergenera- 
tional wealth transfer that has facilitated the trend toward earlier re- 
tirement of current workers will fall sharply for younger cohorts, thus 
removing one force that facilitated the decision by many to opt out of 
the labour force at progessively younger ages. 


On balance, the projected continuance of the trend toward earlier 
retirement - at least for another decade - appears likely. Given the 
existence of significant numbers of workers (as evidenced by selective 
contract negotiations in the mining, automobile, and other industries) 
who would opt for early retirement if their financial circumstances per- 
mitted, rising real incomes - and the probable willingness of some work- 
ers to devote a larger fraction of their total compensation to deferred 
wages (pensions) - should facilitate this development. As noted else- 
where by the present author (Pesando 1979), there does not appear to be 
a very high probability that the net trend toward lower participation 
rates by older workers will be reversed if mandatory retirement based 
exclusively on age is banned. Since leisure appears to be a normal good 
whose consumption increases with household wealth, there remains the 
possibility that the increased demand for leisure may take the form of 
longer vacations, reduced length of the work week or the like rather 
than earlier retirement per se. Although this may well turn out to be 
true, in which case the trend toward earlier retirement might be slowed 
or even reversed, such speculation and subsequent analysis are beyond 
the scope of the present report. 


Labour Market Implications 


As noted, the fundamental implication of the trend toward earlier 
retirement is the attendant reduction in the labour force participation 
rates of older workers, which cet. par. reduces the supply of labour for 
the economy as a whole. From the long-run perspective of models of eco- 
nomic growth, in which full employment of the labour force is presumed, 
the unambiguous implication is that the trend toward earlier retirement 
will reduce both the level and rate of growth of real output or GNP. 
This concern is treated at greater length in the analysis of the macro- 
economic implications of the trend toward earlier retirement. 


From the short-run perspective of an economy characterized by 
"high" unemployment, is there not some advantage cet. par. in the lower 
participation rates of older workers? This question invites the follow- 
ing observations: At present, the unemployment rate in Canada stands at 
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7.7 per cent, and is disproportionately high among younger workers. The 
Significance of this figure is linked ultimately to the full employment 
target for the Canadian economy. Given the inevitable presence of 
structural unemployment (the job skills and geographic location of the 
unemployed do not match those that are required in available job open- 
ings) and frictional unemployment (there are always some workers who are 
between jobs either by choice or in response to the inevitable shifts in 
the composition of demand across industries), together with institu- 
tional constraints such as minimum wage laws which impede the operation 
of the market economy, the Canadian economy is simply not capable of 
achieving a very low rate of unemployment. Although there is no agree- 
ment on this issue, a majority view among economists is that an appro- 
priate full-employment target for Canada is an aggregate unemployment 
rate of 5.5 to 6.0 per cent. This rate is higher than that envisioned a 
decade ago, in large part due to the liberalization of unemployment in- 
Surance benefits together with the very rapid increase in the labour 
force associated with the higher participation rates of women and the 
maturing of the baby boom generation. The point, of course, is that the 
target for the aggregate unemployment rate must be specified before one 
can assess the magnitude of any potential reduction in the current un- 
employment rate. The fact that the number is probably less than 2 per 
cent, rather than the larger figures that are sometimes cited, places an 
important perspective on the present issue. 


Thus, even if the jobs characteristically held by older workers 
could be easily and rapidly filled by younger workers, the scope for re- 
lief from high youth unemployment is not necessarily large. Of equal 
importance, the labour force characteristics of workers aged 65 and over 
differ sufficiently from those of the labour force as a whole to suggest 
that their retirement would not translate into a comparable number of 
job openings for younger workers. Almost 30 per cent of workers aged 65 
and over are either self-employed or employers, compared to only 8.2 per 
cent for the labour force as a whole. Over 25 per cent of male workers 
aged 65 and over are involved in farming, horticultural, and animal hus- 
bandry, compared to only 6 per cent for male workers as a whole. The 
incidence of part-time work is also much higher among workers aged 65 or 
older. In 1977, for example, 23 per cent of males aged 65 or over were 
employed on a part-time basis, compared to only 3 per cent of those aged 
395-64. The higher incidence of part-time work again lowers the likeli- 
hood that the trend toward earlier retirement - especially among those 
who would otherwise work beyond the normal retirement age of 65 - will 
create a Significant number of job opportunities for younger workers. 
Finally, given the widespread recognition that the labour force growth 
in Canada will begin to slow sharply in the mid-1980s, there is little 
reason from the employment side to take solace from the probable contin- 
uance of the trend toward earlier retirement. 


To the extent that this trend continues, and given the preferential 


treatment in most defined benefit plans to long-standing employees, 
there might cet. par. be a reduction in the mobility of labour, especi- 
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ally among those who would contemplate earlier retirement. From this 
perspective, there may develop greater public pressure to increase the 
portability of pension benefits, liberalize vesting requirements, and 
extend protection against cost-of-living increases in employment pension 
plans. As Pesando and Rea (1977) emphasize, however, the observer must 
not forget that delayed vesting and other impediments to labour mobility 
implicit in many such plans are effectively designed to help employers 
retain skilled employees and to reduce costly turnover. Their elimina- 
tion, in turn, is likely to lead firms to use alternative devices (wage 
scales more steeped with respect to years of service, longer vacations 
tied to years of service, and so on) to reduce cet. par. what would 
otherwise be an increase in labour mobility. 


Finally, to the extent that a reversal of the trend toward earlier 
retirement is felt to be desirable from the viewpoint of public policy, 
there obviously exist a number of manpower policies that the government 
could promote. The most obvious would be policies, including potential 
subsidies, to encourage workers to provide more flexibility (for exam- 
ple, in terms of hours) and thus promote a more gradual transition from 
full-time work to retirement. 


The Macroeconomic Impact 


As noted, economists prefer to analyze the retirement decisions in 
terms of the work-leisure, consumption-savings decisions implicit in 
life-cycle models of household behaviour. To the extent that rising per 
capita incomes lead households to consume more leisure in the form of 
earlier retirement, this result and its macroeconomic consequences can 
be labelled as neither good nor bad from the viewpoint of valuing the 
right of individuals to make their own decisions, given the rules of the 
game. To the extent that intergenerational wealth transfers formalized 
in public programs to provide income security to the aged have facili- 
tated this trend, however, there may remain some concern that such pub- 
lic policies might need to be rethought. If the original decision had 
been to fully fund the CPP/QPP, for example, the implication is cet. 
par. that the trend toward earlier retirement would have slowed. At the 
same time, the political pressure to implement programs which entail 
such intergenerational transfers is quite predictable, an issue which 
arises later in the discussion of the design of public programs. 


In general, the reduction in the effective supply of labour associ- 
ated with earlier retirement will cet. par. reduce both the level and 
rate of growth of real output (GNP). This reduction, for given tax 
rates, will imply lower tax revenues than would otherwise be the case. 
If households decide to work less and to consume more leisure in the 
form of earlier retirement, and if they plan to reduce their consumption 
in their pre-retirement as well as in their post-retirement period, then 
they must save more during their work lives to finance the selected 
Standard of living in their longer retirement period. If so, the trend 
toward earlier retirement should be accompanied by an increase in the 
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personal savings rate, at least until participation rates settle at 
their new long-term levels. Any increase in saving cet. par. is likely 
to lead to an outflow of capital from Canada, thus placing downward 
pressure on the foreign exchange value of the Canadian dollar. (The 
resulting increase in the trade balance, as exports rise and imports 
fall, is the counterpart to the rise in the savings rate. Note that an 
increase in the trade balance offsets the decline in consumption, so 
that total demand for goods and services produced in Canada - and hence 
employment - does not decline.) The important point is that since 
Canada is a small, open economy which is closely tied to the United 
States in particular, any increase in personal saving is not likely to 
Significantly reduce interest rates and thus serve as a stimulus to real 
Capital expenditures in Canada. To the extent that interest rates begin 
to fall, certain transactors who are sensitive to interest differentials 
would withdraw their funds from the Canadian capital market in search of 
higher yields in the United States and elsewhere. In so doing, their 
behaviour will tend to reverse any decline in Canadian interest rates. 
AS a result, there is not likely to be a major stimulus to real invest- 
ment spending by Canadian firms in response to any increased personal 
Saving, and thus no offset to the reduction in the rate of growth of the 
Canadian economy associated with the trend to earlier retirement. At 
the same time, it is worthwhile to note that the counterpart to this re- 
sult is that pension fund managers need not worry that such an increase 
in personal saving would significantly reduce the returns available on 
their traditional investment outlets. 


To the extent that workers opt for reduced consumption in favour of 
greater saving or finance their extended retirement years, is there 
likely to be downward pressure on the rate of inflation in Canada? This 
Speculation, perhaps unfortunately, has little merit. Economists agree 
that the long-term rate of inflation is determined by the rate of growth 
of the money supply, less the rate of growth of real output. If the 
Bank of Canada pursued the same monetary policy (i.e., permitted the 
same long-term rate of growth of the money supply), the rate of infla- 
tion - ignoring the second-order effects on the rate of growth of real 
Output arising from lower participation rates of older workers - would 
be the same. Hence one cannot associate a potential increase in the 
personal savings rate, a logical consequence of the decision by more 
households to opt for a longer retirement period, with downward pressure 
on the rate of inflation in Canada in the years ahead. 


To sum up, the major macroeconomic consequence of the continuing 
trend toward earlier retirement is a decline in both the level and the 
rate of growth of potential output. This decline, in turn, implies a 
reduction in the tax base, and is likely to be accompanied by an in- 
crease in the personal savings rate until participation rates settle at 
their new long-term levels. (Such an increase in savings rates would 
not occur only if (a) households intended to finance longer retirement 
periods with reduced amounts of accumulated savings, which would imply a 
lower planned standard of living during retirement and/or (b) households 
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did not reduce their level of consumption during their work years on the 
assumption that increased - perhaps income-tested - wealth transfers 
from public programs during their retirement years would enable them to 
maintain a satisfactory standard of living.) Note also that any in- 
crease in the desire to save in order to finance a longer retirement 
period may increase the demand for institutionalized savings, perhaps in 
the form of employment pension plans. 


The final and important issue relates to the quantitative impor- 
tance of the effects identified above. The following calculation pro- 
vides some perspective on this question. In 1961, the participation 
rate of men aged 55-64 was 85.9 per cent, and this rate fell in the en- 
suing fifteen years to 76.8 per cent in 1976. If the participation rate 
for this group had not declined, the participation rate would have been 
9.1 percentage points higher in 1976. Since there were 928,000 men aged 
55-64 in the labour force in 1976, these figures translate into a poten- 
tial increase in the labour force of 84,400. Since the total labour 
force in 1976 was 10.23 million, this amounts to a potential increase in 
the labour force of .82 per cent. Since labour's share of national in- 
come is about 70 per cent, the .82 per cent increase in the labour force 
corresponds to a .57 per cent increase in potential output. If this 
same calculation were applied to men aged 65-69 and 70 and over, the 
figure would of course be higher. 


To push this example further would require assumptions about the 
productivity of older workers versus the national average, the relative 
incidence of part-time to full-time work in the older age groups versus 
the labour force as a whole, and more age-specific participation rates 
than are compiled by Statistics Canada. A crude approximation, based on 
the spirit of the above calculations, is that potential output - and 
hence the standard of living — in Canada would have been one per cent 
higher in 1976 if there had been no trend toward earlier retirement 
Since 1961. To the extent that this trend continues, the fall in poten- 
tial output will clearly increase in the years ahead. The decline in 
potential output, and hence in the aggregate standard of living, is the 
inescapable by-product of the decision by housholds to work less and 
thus enjoy more leisure. 


Impact on the Design of Public Programs 


There is little doubt that the intergenerational wealth transfers 
implicit in the pay-go nature of CPP/QPP and OAS have facilitated the 
decision by many Canadian workers to opt for earlier retirement. At the 
same time, the income-tested nature of GIS and the various provincial 
supplements serves as a tax on the earnings of low-income households and 
thus cet. par. provides incentives to earlier retirement for those who 
might otherwise work beyond the entitlement age of 65. (In British 
Columbia, the provincial supplement, GAINS, provides benefits on an 
income-tested basis at age 60.) 
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There is also little doubt that current and prospective retirees 
will continue to press for the liberalization of OAS/GIS and CPP/QPP 
benefits, on the presumption that the main burden of these costs will 
pass to the next generation of workers. In short, prospective retirees 
will seek further inter-generational wealth transfers, in part to facil- 
itate the desire of many to retire at an earlier age. The request that 
the age of entitlement to both QAS/GIS and CPP/QPP be reduced is easily 
foreseen. Suppose, for example, that the age of entitlement were re- 
duced without restriction to age 60. There are two distinct avenues 
through which the effective cost or tax burden of this change would be 
felt. First, if household retirement decisions were unaffected, the 
costs - and hence the necessary change in tax rates - could be calcu- 
lated in a straightforward fashion. In fact, however, additional work- 
ers would use their increased wealth to opt for greater leisure and ear- 
lier retirement. As a result, the effective labour supply would fall 
and both potential output and the tax base would contract accordingly. 
AS a result of this second channel, the increase in tax rates or the tax 
burden implied by the reduction in the entitlement age would be magni- 
fied. The costs arising from the first channel are easy to establish. 
Those from the second are not, given the absence of precise estimates of 
how individual retirement decisions respond to such enabling wealth 
transfers. The crucial point is that careful studies by Pellechio 
(1979) and others with U.S. data have unambiguously established the fact 
that an increase in the present value of social security entitlements 
serves cet. par. to encourage workers to retire at an earlier age. Al- 
though the application of the U.S. experience to Canada merits quali- 
fication in view of the fact that social security benefits are income 
tested, there can be little doubt that the basic result is true in 
Canada as well. 


In view of the obvious costs of a reduction in the age of entitle- 
ment under public programs which provide retirement incomes, some propo- 
nents of this view will undoubtedly suggest that this burden be reduced 
by income-testing OAS and perhaps CPP/QPP benefits. Such changes would, 
however, unambiguously serve to discourage work by those beyond the 
basic age of entitlement, a result borne out by repeated studies in the 
United States. Not only would the resulting incentives serve to encour- 
age retirement at the now younger age of entitlement, but they are also 
likely to reduce the labour force participation of those who would oth- 
erwise work beyond the age of entitlement under the existing scheme. 
This reduction in work translates, in turn, into a lower tax base to 
which benefit payments are ultimately tied. Economists in the United 
States favour the abolition of the income test on social security bene- 
fits as a means of encouraging those aged 65 or above to remain in the 
labour force. A "package" in Canada which would attempt to reduce the 
cost of lowering the age of entitlement to public programs by introduc- 
ing an earnings test for OAS or CPP/QPP would be very unattractive in- 
deed. Note that an analogous result obtains if a retirement rather than 
an income test is placed on the benefits from these programs. 
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In view of the obvious cost effects of a move to unreduced benefits 
at an earlier age, effects whose importance is magnified by emerging 
demographic trends, there remains the question of whether actuarially 
reduced benefits from OAS and CPP/QPP should be made available to those 
who would opt for earlier retirement. In principle, the costs of these 
programs would remain unaffected if the actuarial reductions were appro- 
priate. In fact, the existence of income-tested programs (GIS and the 
various provincial supplements) would guarantee that the total costs of 
public programs to provide income for the aged would increase. Actuari- 
ally adjusted (that is, lower) benefits from OAS and CPP/QPP would imply 
that a larger number of Canadians would qualify for income-tested ben- 
efits. The costs of these benefits, also financed on a pay-go basis, 
would again assume greater importance in view of the substantial in- 
crease in the pensioner ratio that will occur in the years ahead. There 
also exists the possibility of allowing Canadians to obtain actuarially 
increased OAS and CPP/OPP benefits if they choose to postpone the ini- 
tial receipt of benefits. The attractiveness of this option would re- 
late to the tax consequences of postponing these benefits and might 
appeal to those who choose to work beyond age 65 and would like to take 
advantage of the resulting income averaging. This option, if desired, 
would appear more reasonable than its counterpart, although it is not 
clear that there would be much demand for it. At the same time, it 
could serve to signal to employers and employees alike that a comparable 
adjustment might be appropriate for employer-sponsored defined benefit 
plans. To the extent that workers at present receive no such adjustment 
if they opt for delayed retirement, a disincentive to work beyond the 
normal retirement age in these plans might be eliminated. (See Pesando 
[1979] for a fuller discussion of this issue.) 


Although much of the prior discussion has focused on the possible 
reduction in the age of entitlement under public programs, the fact that 
any enrichment in benefits without a commensurate increase in costs to 
active workers (and thus prospective retirees) will serve as a catalyst 
toward earlier retirement must be emphasized. At present, OAS/GIS and 
CPP/QPP benefits are all indexed to the price level, so that their real 
value will not be arbitrarily reduced by inflation. There exists the 
likelihood that many will press for the wage indexation of these bene- 
fits, so that retirees can "share" the benefits of rising labour produc- 
tivity. To the extent that such liberalization takes place, either con- 
tractually or on the basis of ad hoc adjustments, the rise in benefits 
is again tantamount to a wealth transfer and, based on available evi- 
dence and analysis, will serve to encourage earlier retirement. 


The question of whether to wage index the benefits of the public 
programs draws attention again to a final and crucial issue: what are 
the implications for tax burden of future workers of the present benefit 
and contribution-tax structure, and will this tax burden ultimately 
jeopardize the delivery of the benefits so promised? As is well known 
(see, for example, Pesando and Rea [1977]), the pensioner ratio will in- 
crease sharply after the turn of the century, raising the question of 
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whether future workers will accept the higher tax burden implicit in the 
pay-go funding of the public plans. Some have noted that there will be 
a decline in ratio of those under age 14 to the active work-force - thus 
providing some relief, since the dependency ratio will rise, if at all, 
by considerably less than the pensioner ratio. In fact, however, there 
is little relief in these figures, since per-person government expend- 
itures are from 2 1/2 to 3 times greater for older dependents than for 
youths. Further, any potential cost saving implicit in the decline in 
the ratio of young dependents is likely to be difficult to realize, as 
those sectors with declining constituencies seek to prevent the transfer 
of resources away from them. Note, for example, the predictable attempt 
by educators to maintain their relative claim on public funds in spite 
of the current and continuing decline in enrolment. 


The potential importance of the rising share of GNP to be devoted 
to supporting the elderly must be kept in perspective. Rea (1978) cal- 
culates that the ratio of public expenditures on income support for the 
aged will rise, on the assumption that OAS/GIS benefits increase with 
average incomes, from about 4 1/2 per cent of aggregate earnings (about 
3 per cent of GNP) in 1980 to 8 1/2 per cent of aggregate earnings by 
2030. Although this potential increase is significant, it is not of the 
disaster proportions that some observers have intimated. None the less, 
it draws attention to the increased tax rates for future generations im- 
plicit in the pay-go funding of these public programs, and suggests cau- 
tion in any proposed initiative to liberalize their benefits. 


Impact _on the Design of Employment Pension Plans 


If early retirement options in these plans are provided without an 
appropriate actuarial reduction in the value of benefits, then two is- 
sues immediately arise. First, contribution rates for the plan must in- 
crease to cover the actuarial increase in costs, which implies the more 
rapid accumulation of funds and cet. par. an increase in saving in the 
form of institutionalized pension arrangements. The consequences of an 
increase in savings have been discussed as part of the macroeconomic im- 
pact and do not bear repeating. Higher saving in this form, if not off- 
set elsewhere by a reduction in discretionary saving, simply reflects 
the requirement that households save a larger fraction of their labour 
income in order to finance a longer retirement period. Second, since 
the costs of the plan will increase, there arises the question of cost 
incidence. Who will ultimately bear the cost of the higher contribution 
rates if more employees begin to opt for early retirement - either uni- 
laterally or with mutual consent of the employer? 


The crucial point to recognize is that if total costs of the plan 
increase due to the introduction of early retirement options and the 
contribution rates paid by employees do not increase, it does not follow 
that the incidence of the higher costs falls on the employer. To the 
extent that the effective increase in pension entitlements or deferred 
wages is offset by reductions in other components of the total compensa- 
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tion package relative to what otherwise would have occurred, the inci- 
dence of these higher costs falls on the employee. Formal evidence 
showing the ultimate incidence of the costs of such enrichments on the 
deferred component of the compensation package is difficult to pinpoint, 
either theoretically or empirically. A study of the incidence of social 
security taxes in the United States by Brittain (1972) suggested that 
the incidence of this payroll tax fell entirely on employees, which is 
to be expected if the supply of labour is unaffected by the tax. Other 
studies, including that of Ehrenberg (1977), provide strong support for 
the hypothesis that employees who receive more generous pension benefits 
cet. par. receive lower current wges. In short, there is both direct 
and indirect evidence that employees ultimately bear a large portion of 
any such increase in costs. One certainly cannot conclude that employer 
costs rise dollar for dollar with each increase in the value of pension 
benefits. From the perspective, any increase in the number of plan 
sponsors who provide early retirement options without actuarially re- 
duced benefits must reflect - at least in part - the tacit agreement of 
workers to receive a larger fraction of their total compensation package 
in the form of deferred wages. 


If early retirement options become more widespread, then a number 
of other issues should be noted. First, the cross-subsidies implicit in 
defined benefit plans are likely to be attenuated, as those who opt for 
early retirement cet. par. earn a higher implicit rate of return on 
their explicit or implicit pension contributions. Second, such a trend 
is likely to be accompanied by increased political pressure to lower the 
age of entitlement to public pension programs to enable workers to take 
advantage of the retirement options in their employer-sponsored plans. 
At present, for example, some employers provide "bridge" payments to em- 
ployees who retire before the age of 65 and are thus not immediately el- 
igible for OAS and CPP/QPP benefits. The need for such payments simply 
anticipates the potential pressure for a lowering of the entitlement age 
in public programs. (At the same time, it should be noted that a reduc- 
tion in this age of entitlement would reduce the pressure on employers 
to offer unreduced benefits to those who oot for early retirement under 
their plans.) Third, the availability of unreduced benefits imposes an 
effective tax on the earnings of those employees who do not opt for 
early retirement. This incentive, of course, serves cet. par. to dis- 
courage work by those who have reached the age at which unreduced bene- 
fits become available. (In defined benefit plans, earlier retirement 
cet. par. is likely to imply a reduced pension since the number of years 
of pensionable service will be less. None the less, as can easily be 
shown, the present value at the actual time of retirement of these re- 
duced benefits exceeds the present value at this same time of the higher 
benefits that would be payable if the employee worked until he reached 
the normal retirement age under the plan. This higher present value is, 
of course, the actuarial increase in costs associated with an employee 
Opting for early retirement.) This observation invites the question of 
whether employers are initiating early retirement options - or are more 
willing to accept them - in those industries in which cet. par. the pro- 
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ductivity of older workers is more likely to have fallen or the produc- 
tivity of older workers is more difficult to monitor. 


An important and widely acknowledged deterrent to the exercise by 
employees of the early retirement option is uncertainty regarding the 
preservation of the real value of their pension entitlements during the 
current period of high inflation. I have discussed this issue at length 
in other reports, and would draw attention here to only a few salient 
remarks. First, if there exists a genuine desire on the part of many 
workers to opt for earlier retirement, then pressure to improve the ef- 
fective indexing of employment pensions will increase. Second, if such 
improvements are made or the rate of inflation begins to subside, more 
employees may exercise the early retirement option and thus perhaps 
raise the cost of these provisions relative to what had been antici- 
pated. Again, since workers who are at or near the age at which the 
early retirement option is available will not bear the full cost of 
these new provisions (although successive generations of workers may 
well do so), the effective wealth transfer - in a manner analogous to 
the intergenerational wealth transfers in public programs - may enable 
more workers to "consume" more leisure time in the form of earlier 
retirement. 


Since employers may well succeed in passing most if not all of the 
higher costs of early retirement options back to workers in the form 
cet. par. of reductions in other parts of the total compensation pack- 
age, the major concern stemming from this practice may arise from the 
attendant pressure to lower the age of entitlement to public programs. 
As for the practice of providing actuarially increased benefits for 
those who opt for postponed retirement, I have argued elsewhere (Pesando 
1979) that this practice is to be encouraged if the goal is to encourage 
work by those who have reached normal retirement age under their employ- 
er's plans. 


SUMMARY AND CONCLUSIONS 


The trend toward earlier retirement in Canada, as evidenced by the 
steady decline in the participation rate of older (especially male) 
workers, is appropriately analyzed in the work-leisure, consumption- 
Saving model of life-cycle behaviour that economists employ to study the 
labour supply decisions of households. Rising per capita incomes, rein- 
forced by the intergenerational wealth transfers implicit in the pay-go 
financing of OAS/GIS, CPP/QPP and subsidized health and other services 
to the elderly, have enabled many Canadians to opt for more leisure in 
the form of earlier retirement. To the extent that there still exists a 
Significant number of Canadians who would choose to retire earlier if 
their economic circumstances permitted, together with the rise in per 
Capita incomes and the maturing of both the CPP/QPP and many private 
pension plans which will occur in the years ahead, this trend is likely 
to continue. 
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The loss in potential output of the Canadian economy implied by the 
trend toward earlier retirement can be identified neither as "good" nor 
"bad." The decline in potential output is the inevitable consequence of 
the decision by more households to work less and to enjoy more leisure. 
To the extent that the decision by Canadian workers to retire earlier 
has been facilitated by wealth transfers implicit in public programs to 
provide income security to the aged, this dimension of these programs 
could merit rethinking if public objectives in this area were to change. 
In general, any enrichment of OAS/GIS or CPP/OPP benefits without a com- 
mensurate increase in costs to older workers will increase their wealth 
and cet. par. serve to encourage earlier retirement. No such cost in- 
creases however, are likely to be politically feasible, since public 
pressure for such enrichment inevitably presumes that much of the cost 
burden will be borne by succeeding generations of workers. Signifi- 
cantly, the introduction of early retirement options without full actu- 
arial adjustment in many defined benefit plans implies an analogous 
cross-subsidy or intergenerational wealth transfer in certain employment 
plans, and the impact of these enabling wealth transfers is also likely 
to facilitate the trend toward earlier retirement. 
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Income Supplementation Programs for Pensioners in Ontario and Five Other 
Provinces 


In the 1970s six provinces introduced programs of income supplemen- 
tation to needy pensioners aged 65 and over. This paper discusses the 
various programs, with particular emphasis on the Ontario Guaranteed 
Annual Income System (GAINS). 


ONTARIO GUARANTEED ANNUAL INCOME SYSTEM 
Why GAINS? 


The Ontario Guaranteed Annual Income Act was passed in June 1974, 
and the GAINS program went into operation the following month.(1l) Its 
aim was to supplement the incomes needy Ontario pensioners receive from 
federal Old Age Security (OAS) and Guaranteed Income Supplement (GIS) 
payments. The government had recognized that many in the over-65 age 
group had no private pensions from their years in the work-force and, 
that their incomes after retirement were limited. In addition, the bur- 
den of inflation was falling disproportionately on persons dependent on 
fixed incomes whose real incomes were falling further and further behind 
those of wage and salary earners. 


The government proposed to supplement the incomes of persons 65 and 
over to a level generally accepted as one that would provide enough 
money for them to live in dignity. The guaranteed level of income for 
the new program was determined from an examination of several low-income 
indicators such as those developed by Statistics Canada, the Senate 
Committee on Poverty, and Ian Adams. (2) 


The level, somewhat above the income guaranteed in the federal OAS 
and GIS programs, is maintained by raising the GAINS guarantee every 
quarter when federal payments increase to offset rises in the cost of 
living. The guaranteed income level has risen, by discretionary in- 
creases and by the escalation of the federal benefits, from the original 
annual sum of $2,600 for single recipients and $5,200 for a couple to 
$4,120 and $8,000 respectively, January 1979. The maximum monthly pay- 
ments from GAINS have also been raised from time to time to the current 
rates of $38.88 for a single person and $52.01 each for a couple. 


Who Receives GAINS? 


Payments under the program are made to needy persons age 65 and 
over who meet the residence requirements set out in subsection 1(h) of 
the Ontario Guaranteed Annual Income Act 1974, as amended: 


"(h) ‘eligible person" means a person who, 
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(1) has attained 65 years of age or such lesser age as may be 
prescribed, 


(11) is actually residing in Ontario and is entitled to receive a 
Supplement that is paid to him or to his credit through the 
Ontario regional office of the Income Security Branch of the 
Department of National Health and Welfare of the Government of 
Canada, 


(iii) has resided in Canada for the ten years immediately preceding 
the date on which his application is approved or, if he has not 
SO resided in Canada, has either, 


(A) been present in Canada, prior to those ten years and after 
attaining 18 years of age, for a continuous period of, or for 
periods the aggregate of which is, at least equal to three 
times the aggregate periods of absence from Canada during 
those ten years, and has resided in Canada for at least one 
year immediately preceding the date on which his application 
is approved, or 


(B) resided in Canada, after attaining 18 years of age and prior 
to the date on which his application is approved, for a con- 
tinuous period, or for periods the aggregate of which is at 
least forty years, and 


(iv) has resided in Ontario for a period of one full year immediately 
prior to the date on which his application is approved or, after 
attaining 18 years of age and prior to the date on which his 
application is approved, has resided in Ontario for a continuous 
period, or for periods the aggregate of which is, at least 
twenty years." 


The provisions in subsection (iii) correspond to the original resi- 
dence requirements of the OAS program. Changes in the residence require- 
ments for OAS were made, effective July 1977, to allow for the payment 
of partial pensions for residence as a fraction of the old forty-year 
maximum, with a minimum of ten years necessary to qualify. The "all or 
nothing" provisions of the old requirements are being altered, over a 
forty-year transition period, in order to recognize the greater contri- 
bution to society of longer-term residents and to allow for the interna- 
tional portability of benefits between countries that have agreed to 
recognize residence in both countries for pension purposes. The impli- 
cations of these changes for the GAINS program - which guarantees an in- 
come level rather than a maximum monthly payment - would have been very 
expensive had not the legislation governing GAINS been amended, effec- 
tive July 1, 1977 to correspond: 


2a 


"la 


(1) 


(2) 


(4) 


Subject to this Act and the regulations, a monthly benefit may 
be paid for any month after the month of June, 1977 to every 
person who is not eligible on the 30th day of June, 1977 to be 
paid an increment and who, 


(a) has attained 65 years of age or such lesser age as may be 
prescribed; 


(b) is actually resident in Ontario and is entitled to receive a 
partial monthly pension authorized to be paid under subsec- 
tion 1.1 of section 3 of the Old Age Security Act (Canada) 
and to receive a supplement that is paid to him or to his 
credit through the Ontario regional office of the Income 
Security Branch of the Department of National Health and 
Welfare of the Government of Canada; 


(c) has resided in Canada, after attaining eighteen years of age 
and prior to the day on which his application is approved, 
for a period or periods the aggregate of which is not less 
than ten years and not more than forty years; and 


(d) has resided in Ontario for a period of one full year immedi- 
ately prior to the date on which his application is approved 
or, after attaining eighteen years of age and prior to the 
date on which his application is approved, has resided in 
Ontario for a continuous period of, or for periods the ag- 
gregate of which is, at least twenty years. 


A person who is not entitled to an increment under this Act on 
or before the 30th day of June, 1977 is eligible to be paid a 
monthly benefit under this section only when on or after the Ist 
day of July, 1977, he becomes entitled to receive a supplement 
and if on the day preceding the day on which his application is 
approved, he is a Canadian citizen residing in Ontario, or if 
not a Canadian citizen, is then legally resident in Canada and 
is residing in Ontario...and 


Notwithstanding subsections 1 to 3, where the result of an in- 
ternational agreement concluded in accordance with section 22.2 
of the Old Age Security Act (Canada) is that a person resident 
in Ontario becomes entitled to receive a supplement, the 
Lieutenant Governor in Council may make regulations respecting 
the manner in which this Act shall apply to any such case or 
Class of cases affected by the agreement, for adapting this Act 
thereto, and for determining such persons' or class of persons’ 
entitlement to, and the amount of, a monthly benefit under this 
Act, aS appears to the Lieutenant Governor in Council to be 
necessary and advisable."(3) 
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During the transition period both sets of residence requirements 
will apply until everyone comes under the new rules. Thus, once a person 
has qualified for OAS on the basis of residence, has lived in Ontario 
for the required periods outlined, and has qualified for GIS on the 
basis of income, GAINS payments are forthcoming. Persons meeting these 
criteria are not required to apply for GAINS; once a GIS application is 
approved for an eligible Ontario resident, the Department of National 
Health and Welfare notifies the Ontario Ministry of Revenue and payments 
are made automatically. Only if persons do not qualify for the federal 
OAS must they apply for GAINS payments. Eligiblity in such a case is 
also based on minimum age 65 and the following residence conditions: 


"Residency in Canada for five consecutive years immediately prior 
to qualification date with the last full year in Ontario, or 


Residency in Canada for periods totalling twenty years since reach- 
ing age eighteen, with the last full year prior to qualification 
date in Ontario, or 


Residency in Ontario since reaching age eighteen for periods that 
add up to twenty years."(3) 


Should residence in Ontario terminate, payments under GAINS will be 
Stopped; however, there is provision for payment to persons temporarily 
absent from the province, as outlined in subsections 2(2) and 2(3): 


"(2) No increment may be paid to any eligible person for... 


(c) any month throughout the whole of which the beneficiary is 
absent from Ontario, having absented himself from Ontario, 
either before or after becoming a beneficiary, and having 
remained out of Ontario before that month for six consec- 
utive months, exclusive of the month in which he left 
Ontario;" 

and 


"(3) Where, after becoming a beneficiary, a person remains out of 
Ontario for six consecutive months exclusive of the month in 
which he left Ontario, payment of his increment in any subse- 
quent month during which he is only temporarily resident in 
Ontario may, without a hearing, be suspended, but payment may 
be resumed with the month in which he returns to Ontario to be 
principally resident in Ontario."(4) 


When and How Much? 
Once eligibility has been established, cheques are mailed to recip- 
ients on an individual basis, on the fifteenth day of each month. There- 


fore, each partner in a couple receives one-half of the amount awarded 
to the couple. 
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The amount that can be paid by GAINS up to a maximum depends on the 
level of income of the individual or the couple. A statement of income 
is completed in the annual application for GIS and serves as the basis 
of income calculation for both programs; GIS payments of course are in- 
come for GAINS purposes(5) The meaning of income follows closely the 
definition in the Income Tax Act of Canada and includes the following 
items: 


- payments from the Canada or Quebec Pension Plan 

- Old Age Security pension and Guaranteed Income Supplement 

- foreign pensions which are taxable in Canada 

- income from retirement pensions 

« annuity or superannuation payments 

- earnings from employment 

« net income from a profession or business 

- alimony 

- bank, bond, mortgage and other interest 

- net dividends (actual dividends received, less applicable carrying 
charges) and net taxable capital gains 

» Unemployment Insurance benefits 

- net rents from property 


Other forms of income that are not included for GIS are payments 
such as welfare, Workmen's Compensation, veterans' benefits, Family 
Allowances, and support from relatives or charitable organizations. As- 
sets - for example, the balance in a bank account - are not considered 
income, but any interest earned on them would be. 


Once the income from all sources has been totalled, the amount of 
GAINS to be paid is calculated as the difference between that income and 
the guaranteed income level. Since that level is based on individual in- 
come and single recipients get higher maximum GIS payments than individ- 
ual married recipients, the maximum GAINS amount payable to each partner 
in a couple is more than the maximum payable to a single recipient. In- 
deed, GAINS policy is to compensate couples for the GIS differential 
whereby the married rate is less than twice the single rate. 


Persons paid at the single rate include those who are single, wid- 
owed, divorced, or married with a spouse under age 60 or between 60 and 
65 who is ineligible for the Spouse's Allowance. When both partners are 
over age 65 and receiving GIS, benefits are paid at the married rate. 


An anomaly creeps in, however, with the federal Spouse's Allowance 
program, which provides benefits for a pensioner's spouse who is between 
the ages of 60 and 65 when the couple's income is judged to be insuffi- 
cient. While the Spouse's Allowance is not considered income for pur- 
poses of computing GAINS for the spouse who is over 65, the low GIS pay- 
ments to such a pensioner - calculated at half the married rate rather 
than the single rate - are not offset by GAINS income. The guaranteed 
income level of $3,842.88 for a married pensioner in this case is less 
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than that for a single person, though because of the Spouse's Allowance 
itself, the level of income of the couple is much higher than that indi- 
cated by the GAINS guarantee limit to the one recipient. 


Until the end of 1978, except for the one anomaly, each individual 
GAINS recipient had the same total guaranteed income regardless of mari- 
tal status. Beginning in January 1979, however, federal GIS benefits 
were increased by $20 per account to compensate for the single pension- 
er's higher costs. Each single recipient at the maximum level received 
an additional $20, and each member of a couple received $10. Even though 
Single recipients would now have a higher guaranteed income than each 
partner of a couple, the Ontario government decided not to change the 
maximum GAINS payment. With guarantee levels of $4,120 and $8,000 re- 
spectively, single recipients can now receive 51.5 per cent of the total 
for a couple. 


Recipients' GAINS payments are reduced $1 for every $l of outside 
income received, thereby maintaining the guarantee level. For example, 
a $10 GAINS payment to a person who then acquires $5 in outside income 
would be reduced $5 to compensate. The $5 from outside plus the $5 from 
GAINS still ensures that the person has $10 to bring the total income up 
to the guarantee level. Payments are not adjusted during the year for 
the extra income acquired. Any differences in the year's income will 
appear in the application for GIS the following April, and GAINS will be 
adjusted if needed at that time. Consequently any outside income 
acquired during the payment year is cash in hand until the next 
calculation. 


As with GIS, computation of the monthly benefit to be paid under 
GAINS depends upon the income of recipients in the calendar year preced- 
ing the current fiscal year. The amount to be paid each month to a sin- 
gle recipient is the difference between one-twelfth of the guaranteed 
level and the Basic Monthly Income, which is defined as one-twelfth of 
the recipient's income in the calendar year ending next before the com- 
mencement of the current calendar year plus any payments from the OAS/ 
GIS programs. For example, for a single person with bank interest of 
$240 in the previous year, the GAINS payment would be calculated as in 
Table 1, based on January 1979 rates. 


For each member of a couple the amount is based on the difference 
between one twenty-fourth of their income in the preceding calendar year 
and one twenty-fourth of the guarantee level.(6) Table 2 shows how the 
payment for a couple with a combined income of $1,800 from, say, bank 
interest and a private pension would be calculated. 


For those qualifying for OAS under the new residence rules, there 
is a provision for a maximum GAINS payment, as now exists for GIS. That 
is, persons receiving a partial OAS pension could receive the maximum 
GIS monthly payment and the maximum monthly amount from GAINS, even if 
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their total income did not reach either of the guarantee levels. To 
qualify for GAINS under these circumstances, a person must reside in 
Ontario for one full year prior to the qualification date or have lived 
in Ontario for an aggregate period of twenty years after reaching age 
18. 


Table l 
Calculation of Monthly GAINS Payment for a Single Recipient, January 
1979 


Average monthly outside income, 1978 


$240 / 12 S- = 20900 
Old Age Security 267.21 
Guaranteed Income Supplement 137.28. 
Total income $324.49 
GAINS guaranteed income 343.37 
GAINS payment S$ 18.88 


Source Government of Canada, Old Age Security, Guaranteed Income 
Supplement, Spouse's Allowance Tables of Rates in effect January 
- March 1979; Ontario Ministry of Revenue, Guaranteed Income and 
Tax Credit Branch. 


Table 2 
Calculation of Monthly GAINS Payment for a Married Couple, January 1979 


Average monthly outside income, 1978 


$1,800 / 12 $150.00 

Old Age Security $167.21 x 2 334.42 
Guaranteed Income Supplement $77.15 x 2 154.30 
Total income $638.72 
GAINS guaranteed income 666.74 
GAINS payment - couple 25602 
- each 14.01 


Source Government of Canada, Old Age Security, Guaranteed Income 
Supplement, Spouse's Allowance Tables of Rates in effect January 
- March 1979; Ontario Ministry of Revenue, Guaranteed Income and 
Tax Credit Branch. 


Payments from the program currently total $8 million per month. Of 


those currently benefiting from these payments, a substantial number, 
receive the maximum amount available (Table 3). 
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Table 3 
GAINS Recipients, by Amount of Benefit, December 1978 


LS ES Se 
Married, both 
Single(a) recipients 


$2.50 3,034 2,301 
2s 91.— 55.00 4,515 3,258 
2001.10.00 8,105 6,028 

10.01 - 15.00 8,424 6,762 

15.01 - 20.00 9,057 6,879 

20.01 — 25.00 LOS LOZ 6,938 

25.01 — 30.00 Tole 7,142 

30.01 — 35.00 15,804 6,879 

35.01 — 40.00 94,577 6,763 

40.01 - 45.00 = 6,369 

45.01 - 50.00 = 6,505 

50.01 — 60.00 2(b) 12,194 

Total 165,472 78,018 


a "Single" includes single, married with spouse ineligible, or married 
with spouse receiving Spouse's Allowance. 

b The two receiving more than the single maximum of $38.88 would be 
persons not qualifying for OAS and thus guaranteed a higher level of 
benefits from GAINS. 


Source Ontario, Ministry of Revenue, Guaranteed Income and Tax Credit 
Branch. 


Tabulations of the sex of recipients are not kept consistently, but 
data from the GIS program provide some guide. They show that in mid- 
1978 some 62 per cent of Ontario GIS recipients were women. In addi- 
tion, figures for recipients with the lowest level of outside income, 
who therefore receive the maximum payment from GIS, indicate that women 
outnumber men by a ratio of three to one —- 60,227 women as against 
21,341 men.(7) From these statistics it may be inferred that women are 
also the most numerous clients of the GAINS program. 


In the coming years persons 65 and over can expect to have greater 
Outside income, owing to the maturity of the Canada Pension Plan and 
private pension arrangements and to increased work-force participation 
of women. Unless there are major changes in the GAINS program, there- 
fore, it can be seen as a transitional means of supporting those in need 
in the same way as the GIS does. We know that the proportion of OAS 
recipients receiving full payments under GIS has dropped from 19.1 per 
cent to 14.3 per cent in Ontario over the 1971-77 period, even though 
the guaranteed maximum has more than doubled in that time. (8) Figures 
for the GAINS program show that from a peak in January 1976, the number 
of clients and payments is steadily declining (Table 4). 
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Table 4 
Clients and Payments under the GAINS Program, 1976 to 1979 


Clients 
GAINS only OAS/GIS/GAINS Total payments 
(Dollars) 


January 1976 6,193 276,144 10,338,000 
January 1977 9,521 2057379 9,885,000 
January 1978 Se SS, 253,928 9,029,000 
January 1979 27331 243,952 8,203,000 


source Ministry of Revenue, Guaranteed Income and Tax Credit Branch. 


OTHER PROVINCES 


Ontario is not the only province to supplement the incomes of needy 
persons 65 and over, though the amounts, rationale, and administration 
of the programs differ according to the jurisdiction. British Columbia, 
Alberta, Saskatchewan, Manitoba, and Nova Scotia have established simi- 
lar programs. 


British Columbia 


This province was the first to provide an income-tested program for 
the senior population. The Original MINCOME scheme, which began in 1973, 
was superseded in 1976 by the Guaranteed Available Income for Need Act 
(GAIN), bringing together previous acts governing social assistance and 
Support programs for the elderly and handicapped. The program is based 
on need rather than income alone and takes assets into aCcCOun CL ne 
Regulations define "assets" as 


"any form of cash, or equity in property, stocks, bonds, certifi- 
cates, or other possessions that could be converted to cash, but do 
not include those items referred to in subsections 8(3) and 8(4) of 
these regulations. 


8(3) The following shall not be deemed to be assets when determining 
eligibility for benefits: 


(a) Necessary household equipment, wearing apparel, and business 
tools: 


(b) An uncashed life insurance policy with a cash surrender value 
Of $1,500 or less: 


(c) Prepaid funeral costs: 


(d) The family home partially or wholly owned and lived in by a 
recipient: 
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(e) The first motor-vehicle used for transportation: 


(£) Moneys received or to be received from a mortgage on, or agree- 
ment for sale of the recipient's previous home used as his or 
her ordinary residence, provided such moneys are applied to the 
amount Owing on a home being purchased by that recipient and 
occupied as his or her ordinary residence, or provided such 
moneys are used by that recipient, for the payment of rent for 
accommodation occupied as his or her Ordinary residence: 


(g) Fishing craft and fishing gear owned and used by a commercial 
fisherman: 


(h) Seed required by a farmer for the next crop year: 


(i) Essential equipment and supplies for farming and commercial 
fishing: 


(J) Basic stock herd on a farm which is the breeding-stock held at 
the date of application for benefits, and female stock held for 
stock replacement. 


(4) The Director may authorize that the total cash surrender value of 
an uncashed life insurance policy is totally exempt and not an 
asset for those who are handicapped and for those who are likely to 
be unemployable for a minimum of three months from the date of ap- 
plication for benefits."(9) 


With this new Act the program was no longer essentially age- 
related, but rather provided general assistance to all those in need. 
However, some special provisions do exist for persons in certain age 
brackets. Those aged 60 and over are granted larger shelter allowances; 
additional asset exemptions may be authorized for those between 60 and 
64; and persons aged 65 and over may be excused the asset test, up to 
certain limits. 


Those receiving OAS and GIS are paid the provincial benefits auto- 
matically by the Department of Human Resources on the basis of lists 
Supplied by the Department of National Health and Welfare. At the begin- 
ning of 1978, some 92,506 persons over 65 were receiving the provincial 
supplement. 


GAIN guarantees a margin of income over and above the QAS/GIS pay- 
ments, and the maximum payment for a single recipient is $38.88 per 
month, bringing the guarantee limit to $310.75 per month, in mid-1978. 
For a married couple the maximum payment is $49.83 each with a guarantee 
limit of $309.14 per month, each. The GAIN payment is reduced $l for 
every $2 of other income. 
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Alberta 


In 1973 Alberta set up a supplementary plan for the elderly with the 
passing of the Senior Citizens Benefits Act 1973, which provided a flat 
$10 per month to all OAS/GIS recipients resident in Alberta. In 1975 
the program was renamed the Alberta Assured Income Plan (AAIP), and a 
scale of benefits was established from a minimum of $10 monthly to a 
maximum of $45.01. No application is required for benefits under the 
AAIP; as in other jurisdictions eligibility for the GIS is sufficient, 
provided the persons are permanent residents of Alberta. No qualifying 
period is required. Payments are made by the Department of Social Ser- 
vices and Community Health. The average number of recipients estimated 
in 1978 was 78,282 at a monthly expenditure of $2,797,924. 


The program is income-tested, and provincial benefits are reduced 
$l for every $4 of other income. The program guarantees a margin of 
income above the OAS/GIS limits, up to the maximum payment in 1978 of 
$45.01 for a single recipient and $47.20 each for a married couple. As 
with GAINS in Ontario, the province compensates the couple for the dif- 
fering maximum payments of GIS based on marital status. When OAS/GIS 
amounts are escalated quarterly for the cost of living, the guarantee 
limit is revised accordingly. 


Nova Scotia 


Beginning in 1973 Nova Scotia set up a program of Special Social 
Assistance to provide once-a-year benefits to senior citizens on the 
basis of income and need.(10) The income test is that of the federal 
GIS and, once eligibility for payment has been established, application 
may be made for provincial supplements on the basis of need. Relevant 
definitions in the regulations are as follows: 


(1)(e) "Needy person" means a person in receipt of a Guaranteed Income 
Supplement under the Old Age Security Act of Canada, who may be 
determined by the Director as a person who qualifies for Spe- 
cial Social Assistance pursuant to Part VI of the Act and Regu- 
lations made thereunder; 


(£) "Person in need" means a person in receipt of a Guaranteed In- 
come Supplement under the Old Age Security Act of Canada, who, 
on the basis of a needs test similar to the one established 
pursuant to the regulations under the Family Benefits Act and 
Part II of the Act that takes into account the person's budget- 
ary requirements and the income and resources available to him 
to meet such requirements, is found to be unable to provide 


adequately for himself, or for himself and his dependents, or 
any of them;... 


(6)(2) For the purpose of the test mentioned in the definition of 
"persons in need," the limitation of assets therein shall be: 
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(a) Fifteen hundred dollars cash or liquid assets where the 
person in need is single. 


(b) Twenty-five hundred dollars cash or liquid assets where the 
person in need is married. 


Application may be made in March of each year and, once need is 
established, grants are made on the basis of the amount of GIS received 
in March. Grants are made once a year in flat amounts of Shop os LO0K 
9135, OC 150° for each eligible individual. Thus, each member of a 
married couple receiving GIS may apply. 


Since a needs test is applied as well as the income test, the pro- 
gram is cost-shared with the federal government under the Canada Assist- 
ance Plan. In 1978 it covered between 50,000 and 56,000 persons; the 
annual cost is estimated at between $5 and $6 million. 


Manitoba 


The Manitoba Supplement for the Elderly (MSE) came into operation 
on July 1, 1974, under the authority of the Social Services Administra- 
tion Act. The program guarantees a level of income to recipients, based 
on eligibility for GIS. No application is required, with pensioners 
qualifying on the basis of income and residence in Manitoba. Income is 
defined as for the GIS program including earned income, bank or bond 
interest, and pension payments including Canada Pension. Such items as 
War Veterans' Allowances are not deemed to be income. 


Payments are made quarterly by the Department of Health and Social 
Development at the end of January, April, July, and October. Payment 
amounts are not adjusted, but the guarantee ceiling is raised each quar- 
ter to reflect the federal cost of living increases. 


In mid-1978 the annual guarantee limit was $3,356.28 for a single 
pensioner and $6,425.76 for a couple. The maximum quarterly payment is 
$23.46 single and $25.29 each for a couple, offsetting the GIS differ- 
ential based on marital status. During the 1977/78 fiscal year, some 
28,000 payments per quarter were made, and the annual cost for the bene- 
fit was $2.3 million. 


Unlike other provinces, Manitoba extends its benefits to persons 
between 60 and 64 who are receiving the Spouse's Allowance. The maximum 
payment is the same as for a couple when both are pensioners, namely 
$25.29 each per quarter. When partial OAS benefits become payable, 
recipients may also qualify for the Manitoba benefit on the basis of 
personal income and the amount of GIS received. 
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Saskatchewan 


Saskatchewan, the sixth province to introduce a supplement for the 
needy elderly, enacted its Income Plan (SIP) in October 1975. The pro- 
gram guarantees a level of benefits over and above the federal OAS/GIS 
payments, and as is the case in some other provinces no application is 
required for the Saskatchewan supplement. The application for GIS, based 
on income as defined in that program is sufficient to establish eligi- 
bility for the supplement. 


Payments are made by the Department of Social Services at the be- 
ginning of each month, and when the federal OAS/GIS benefits are esca- 
lated to reflect changes in the cost of living the ceiling on the prov- 
incial guarantee is raised accordingly. The level of provincial benefits 
is adjusted annually to reflect any changes in outside income that af- 
fect the GIS amount. Benefits are reduced according to the amount of 
any GIS reduction in the GIS payable according to category of recipient: 


- $1 for every $1 reduction in GIS for single persons or couples 
where both are pensioners; 


- $3 for every $1 reduction in GIS for a couple where only one is a 
pensioner; 


- $1 for every $3 for couples of one pensioner and one Spouse's 
Allowance recipient. 


Maximum payment from the SIP in the fall of 1978 was $25 for a 
Single person, a married person whose spouse was not a pensioner, and 
$25 each for couples when one was in receipt of a Spouse's Allowance. 
For each person in a married couple when both were pensioners, the 
maximum waS $22.50. As of September 1978 some 35,000 persons were 
receiving benefits from the program. 
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The Consumer Price Index 


From its beginning in the early 1900s, the Consumer Price Index for 
Canada has evolved into a detailed and comprehensive measure of the per- 
centage change through time in the cost of purchasing a constant "bas- 
ket" of goods and services representative of the purchases of a particu- 
lar population group in a specified time period. This paper outlines the 
Origins of the CPI in Canada and its development into the sophisticated 
tool of today, capable of measuring price movements of some 650 items 
and expressing the combined effect in a monthly index. In addition, this 
study discusses the relationship of the CPI to spending patterns of the 
pensioner. It also examines some studies that have been carried out on 
separate CPI measurements for selected groups within the population to 
see if a "pensioner index" such as is frequently proposed would in fact 
be an improvement on the CPI as a measure of pensioners' needs. (1) 


Authority for Statistics Canada to compile a consumer price index 
derives from the Statistics Act, passed in 1918, which provided for the 
collection of general statistics on demography, employment, finances, 
trade, and other related matters.(2) The list has since been expanded 
to include prices and the cost of living. 


The history of the CPI and how it was constructed over the years 
Since the passage of the Act has been outlined briefly by Statistics 
Canada: 


"The first study on Canadian retail price changes, based on the 
cost to the consumer of a selection of goods and services, was un- 
dertaken in the early 1900s by Mr. R.H. Coats of the Department of 
Labour, who subsequently became the first Dominion Statistician. 
Prices for 29 food items and for five fuel and lighting items were 
gathered in approximately 60 cities, and these were related to a 
hypothetical family budget representing the weekly consumption of 
an urban working class family of five. Information was also ob- 
tained on the prevailing rent for a representative workingman's 
dwelling. Derived from these data, index numbers with the base 
1900 = 100 were constructed for Canada and the provinces. The 
calculation of retail price changes relating to this family budget 
(with rent for a six room dwelling) was continued until August 
1940. 


"In addition, the Department of Labour also produced a 'Cost-of- 
Living Index' with base 1913 = 100. This was published semi- 
annually from 1914 to 1917, quarterly from 1918 to 1926, and 
monthly from 1927 forward. Group indexes for food, fuel and light- 
ing, rent, clothing and sundries were given. An attempt was made to 
weight the commodity groups according to their actual importance, 
but no extensive family budget survey was carried out. 


242 


"The first Dominion Bureau of Statistics index of retail prices 
also had the base 1913 = 100. This index was calculated using 
prices from the Department of Labour series as well as those ob- 
tained directly from retailers. The weights used for this index 
were based on estimates of the total consumption of each commodity 
in 1913. It was subsequently presented in a revised form with base 
1926 = 100, at which time the number of priced commodities was 
greatly increased and a system of sub-group and group weights were 
used. The whole weighting system was again based on estimated ag- 
gregate consumption in Canada. 


“The index was subsequently revised in 1940 and placed on the base 
1935-1939 = 100. On this occasion there was a change in the method 
of deriving the weights, which were obtained from a family budget 
Survey conducted in 1938 of urban wage-earner families with annual 
earnings from $450 to $2,500. 


"A subsequent family expenditure survey for the period 1947-48 pro- 
vided the basis for the next thorough re-examination of the index. 
At that time its base was changed to 1949 = 100 and its title 
"Cost-of-Living Index' was abandoned to avoid any implication that 
the index is a measure of all changes in living costs. At that time 
also, a definition of the index was established which remains es- 
sentially unchanged today. 


"Soon afterwards, a series of small-scale biennial surveys of fam- 
ily expenditure was instituted to provide a basis for decisions on 
the need for subsequent revisions of the index. By 1957 and again 
in 1967, changes in urban spending patterns were deemed sufficient 
to warrant further revisions to the Consumer Price Index, which 
took place in 1961 and 1973 respectively."(3) 


Effective September 1978 a further revision was made on the basis 
of results of the 1974 Urban Family Expenditure survey carried out by 
Statistics Canada. As can be seen from the short history of the CPI, 
its application has become more general over time, with an expansion in 
the number of items to be surveyed, broadening of the population, and a 
more frequent revision of the index. The latest revision continues this 
trend. Before looking at the recent changes, however, we must under- 
stand how the index actually works. 


UNDERSTANDING THE CONSUMER PRICE INDEX 


The CPI is a comprehensive measure of the percentage change through 
time in the cost of purchasing a constant "basket" of goods and services 
representative of the purchases of a particular population group in a 
specified time period. An explanation of each of the underlined phrases 
follows. 
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Change Through Time 


The CPI is quoted as a percentage of a base year value, at present 
1971 = 100. The base has, to date, been changed at about ten-year in- 
tervals, and we might therefore expect an update on the basis of 1981 
data. 


The value of all items in the current survey is deemed to equal 100 
on the scale in terms of 1971 prices, and the current index therefore 
marks their movement up or down from that value. For example, in Sep- 
tember 1978 the index for television sets stood at 86.3 and for dwelling 
insurance at 334.8. This means that television sets now cost 86.3 per 
cent of what they did in 1971, and dwelling insurance costs more than 
three times as much as it did in 1971. Also, in September 1978 the 
index for butter was 194.4 and for margarine was 215.8; this does not 
mean that margarine now costs more than butter but simply that its price 
has risen faster from its 1971 level. 


In the present index some items that reflect changed buying habits 
or lifestyle were entered on the basis of 1973 = 100. A few of them 
are: frozen foods; prepared and partially prepared dishes and snacks; 
women's sports and casual wear; coin laundry and dry cleaning; hair 
preparations; stereo combinations; pet expenses; and education fees. 


Constant Basket of Goods and Services 


Every two years, Statistics Canada carries out a survey of Urban 
Family Expenditure to determine the spending patterns of the Canadian 
urban population. On the basis of these findings the most important 
items that are representative of the average spending patterns are 
selected for inclusion in the CPI measurement. Nearly 400 elementary 
groups Of items make up the "basket" of goods and services and are 
chosen according to two major criteria: Only those items that have a 
price and for which a "pure" price change can be measured - that is, a 
price change that is not related to a change either in the quality or 
quantity of a good or service - are included. This is necessary to en- 
sure that the "basket" remains constant over time, since products change 
or they may be improved, downgraded, or packaged differently, all of 
Which can affect their price. For example, anyone who has recently pur- 
chased a chocolate bar has observed the reduced quantity supplied for 
the price. Another example occurred when seat belts in cars were made 
mandatory and their cost was added to the purchase price of cars. Since 
this new price reflected a change in the quality of the product, the 
Survey had to determine what cost increase, if any, would have occurred 
without the enforced change in quality, and the CPI was adjusted only 
for the "pure" price change. 


The total "basket" is divided into seven major categories: food; 


housing; clothing; transportation; health and personal care; recreation, 
education, and reading; tobacco and alcohol. Each category is further 
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subdivided into groups ("fruit and vegetables"), sub-groups ("fresh 
fruit") and items ("oranges"). In total, price changes for about 650 
items are observed, though not all of them on a monthly basis. 


"The pricing cycle starts in the latter part of each month and ex- 
tends to the middle of the following month; for example, Supermar- 
ket pricing takes place on the first Wednesday, Thursday and Friday 
of each month. Although prices of most CPI items including food, 
clothing, pharmaceuticals and gasoline are collected every month, 
some are priced less frequently. For example haircuts and dry 
cleaning are normally priced quarterly; automobile insurance is 
priced semi-annually and property taxes are priced on an annual 
basis. However, such goods and services scheduled for pricing at 
less than monthly intervals will be priced in any month when there 
is evidence to suggest that significant price changes may occur 
prior to the next regularly scheduled pricings”(4) 


The items included are chosen because of their importance in the 
buying patterns of the people surveyed. Once the weight of an item or 
category is assigned - that is, the proportionate importance of the item 
to the whole basket - the individual items are chosen on which price 
measurements will be made. For example, "food" may make up 20 per cent 
of the basket, with "food for home consumption" making up 17 per cent. 
Of that portion, "meat and poultry" might make up 6 per cent, with 
"beef" at 3 per cent and "rib cuts" at .25 per cent. These percentage 
figures are the weights of the various items, sub-groups, or groups in 
the whole. 


Items are selected by Statistics Canada field workers who sample in 
Supermarkets, specialty shops, department stores, garages, hairdressers 
and so on and consult trade publications. In many cases they would con- 
sult with store managers or owners to determine what variety, size, or 
brand would be most representative of the average expenditure pattern. 
In this way, measurements can be assumed to reflect the price changes 
encountered by the average consumer. In their discussions the field 
workers try to identify the popular brands of the items in question and 
do not simply include the middle-priced brand or the medium-sized com- 
modity. For example, perhaps because of fashion trends Pierre Cardin 
shirts may more closely reflect the price changes faced by the average 
buyer than do Arrow shirts; the king size detergent box may well outsell 
the giant size for reasons not related to price such as cupboard stor- 
age, weight when carried down to an apartment laundry, and so on. The 
criteria used for inclusion are that the items must meet certain quality 
Standards and must be offered for sale in reasonable quantity. The pri- 
ces reflected in the CPI are those that any member of the public would 
have to pay on pricing day to purchase the specific goods or services. 


In some cases the item to be priced may be precisely specified; in 


other cases the national specification may be quite broad, and field 
workers may actually be pricing different varieties or brands of the 
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given item in different outlets. As an example of a specific descrip- 
tion, the national description of a "Standing prime rib roast of beef" 
reads in part as follows: 


"Grade A, red brand steer beef; bone in, short cut (7 inches); 
roast cut from the 5—bone rib section next to the wing, called 
"prime rib section'; regular standing rib cut, no special trim such 
as 'Chef Style," not frozen; price of 1 pound (454 g.)"(5) 


Over long periods of time it sometimes becomes undesirable or im- 
possible to collect prices for the same item because of changes in con- 
sumer preference or discontinuance of the particular item. Substitutes 
are chosen in such cases, with specifications being revised accordingly 
and price quotations adjusted to eliminate changes attributable to qual- 
ity differences. The technique is called "splicing"(6) and requires 
simultaneous observation of the new and old items for the transition 
period. Splicing is also used when retail outlets have to be changed 
because of the closing of a store, for example, or because the sample to 
be priced must be reviewed as a result of qualitative changes. Some 
commodities, however, are not suitable for the splicing technique be- 
cause the underlying assumptions about quality differences do not apply 
or because the old and new prices are not available simultaneously in 
the replacement period. For commodities such as automobiles, household 
appliances, home furnishings, and clothing, for example, it is necessary 
to make a more direct assessment, based on cost analyses, of the impact 
of differences in quality on prices. In such cases manufacturers and 
merchandisers are consulted. 


Price movements can also be imputed from one item to another in the 
same elementary group; for example, the price of skim milk is assumed to 
move at the same rate as that of homogenized milk, and therefore only 
one would be observed and any price change would be imputed to the 
other. Imputing is also used in a historical sense when a new product is 
added. For instance, when the new macaroni-based prepared dishes in the 
"partially prepared food" category were introduced in 1973, the price 
movement of packaged, uncooked macaroni between 1961 and 1971 was used 
as a historical proxy. This latter technique is referred to as "link- 
ing."(7) Splicing and linking procedures allow for maximum consistency 
in the "basket" of goods and services to be priced and therefore meas- 
ure, aS Closely as possible, the "pure" price changes desired for the 
index. 


A Particular Population Group 


Between 1967 and 1978, the CPI target population for spending pat- 
tern data was expanded from the restrictive definitions of the earlier 
years to cover urban families living in private households ranging in 
size from two to six persons, with annual incomes in 1967 of $4,000 to 
$12,000. In this context "urban" referred to metropolitan centres with 
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populations of 30,000 and more, and the 1971 census showed that there 
were fifty-nine such centres for CPI calculations: 


"For CPI purposes, ‘urban centres! refers to Census Metropolitan 
Areas (CMAs), to Census Agglomerations (CAs) and to those incorpor- 
ated cities not part of the CMAs and CAs; two exceptions are the 
Ottawa-Hull CMA, which has been Split into two parts because of the 
provincial boundary, and the combination of Charlottetown and Sum- 
merside, which is considered a unit in order to provide an urban 
CPI for Prince Edward Island."(8) 


Not all items are priced in all the urban centres. Separate CPIs 
are now published for fifteen centres each month.(9) A further eighteen 
centres have been included in the Sampling for some time, though prices 
are monitored for only about three-quarters of the items covered in the 
fifteen cities' index.(10) In another group of eighteen centres, prices 
of about one-half the items covered in the fifteen cities! index are 
monitored, with concentration on food and rent.(1l) And in a final group 
of eight centres price changes are observed only for rents and a few 
other items. (12) 


"Family" for the Urban Family Expenditure survey is an expanded 
"economic family," as defined by Statistics Canada: 


"The family or spending unit is defined as a group of persons de- 
pendent on a common or pooled income for the major items of expense 
and living in the same dwelling or one financially independent in- 
dividual living alone. Never-married sons or daughters living with 
their parents are considered as part of their parents' spending 
unit. In the great majority of cases the members of spending units 
of two or more are related by blood, Marriage or adoption and are 
thus consistent with the 'economic family' definition employed in 
Surveys of consumer finance....It should be noted that according to 
the "economic family' definition, unrelated persons living in the 
Same household would be counted as unattached individuals, whereas 
in the expenditure survey it is possible for two or more unrelated 
persons to comprise one spending unit."(13) 


With the revision of September 1978, the previous restrictions on family 
size (from two to six persons) and income ($4,000 to S27 000NiAnm) 1967) 
were dropped, which means that unattached individuals are now included. 
The concept of a "target population" has thus evolved into a measure of 
the total population in urban private households. 


A Specified Time Period 


Not only is the CPI expressed as an index above a base year figure, 
but each month it shows as a percentage increase over the previous month 
and over the same month in the preceding year. To find the current rate 
of change Statistics Canada uses a three-month moving average that 
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smooths out the peaks and valleys of the month-to-month changes in some 
prices and more closely mirrors the underlying trends. The three-month 
moving average is obtained by averaging the rate of change in the par- 
ticular month in a period and the rates for the preceding and succeeding 
months. For example, the increase for June would be the average of the 
rate of price change in May, June, and July, and this would then be mul- 
tiplied by 12 to get the annual rate of increase in the CPI in June. 


Over time, four types of change in consumer prices can be observed: 


- the long-term trend, which in post-war Canada has been gradually 
and smoothly upward; 


- cyclical - that is, associated with the business cycle, which in 
Canada rises and falls over periods of between ‘three and seven 
years; and which, when coupled with the long-term trend, gives 
an upward but uneven profile; and 


- seasonal movements, both shorter and sharper than the cyclical. 


"Shocks" that are irregular and often unpredictable - for example, 
strikes, crop failures, and OPEC oil price increases. 


Statistics Canada does not quote seasonally adjusted figures for 
the Consumer Price Index. The agency has found that most people simply 
wish to know the current index and are not sufficiently interested in 
the underlying seasonality of the measurements. The use of a seasonally 
adjusted scale on a general basis is not, therefore, significant enough 
to outweigh the problems associated with its use - for example, the con- 
fusion when trying to make point-to-point comparisons. 


However, approximately one-third of the items in the current CPI 
exhibit enough seasonal change to warrant adjustment before publication. 
In order to identify the seasonal factor, which is the only one for 
which separate figures are issued, the long-term trends and business- 
cycle movements are eliminated by a computer program, leaving only sea- 
sonal changes and "shocks" in the figures.(14) To be taken into account, 
seasonal effects must have appeared consistently at a particular time 
for a certain period, say three to five years. Examples of normal sea- 
sonal fluctuations would be the entry of Canadian produce into the mar- 
ket each summer, pre-Christmas retail buying, and January sales. Sea- 
sonal adjustment, therefore, eliminates these fluctuations in order to 
reveal the changes that result from other factors. 


THE 1974 REVISION OF WEIGHTS 


While the elimination of the family size and income restrictions in 
the October 1978 revision was an important change in the calculation of 
the CPI, a more fundamental alteration was the adjustment of weights for 
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various components to reflect the spending patterns established in the 
1974 survey of Urban Family Expenditure. This resulted in some readjust— 
ment of the importance of some of the categories, since the previous CPI 
weights were based on the 1969 Survey, which measured prices in 1967. 
Table 1 shows the relative importance in the "basket" of the major com- 
ponents in the old and new series. 


Table 1 
Comparison of 1967 and 1974 Expenditure Weights Used in the Consumer 
Price Index, by Major Component 


ee 


1974 1967 
All items(a) LOGs0 100.0 
Food 2125 24.8 
Housing 34.1 31.4 
Clothing TORY PS 
Transportation 15.8 85 5 
Health and personal care 4.0 4.5 
Recreation, reading, and education 8.3 6.9 
Tobacco and alcohol 6.2 6.0 


a Detail may not add to 100 per cent because of rounding. 


source Statistics Canada, The Consumer Price Index, Cat. 62-001, 
(February 1979), p. 19. 


These weights represent 1974 quantities valued in 1974 prices and 1967 
quantities valued in 1967 prices. The new indexes were "linked" to the 
old in September 1978 to ensure that the series remains conceptually 
equivalent over time. The base is still 1971 = 100 except for 
Charlottetown-Summerside, which was added in 1974 to the cities' index. 


Table 1 shows that the proportion of total expenditures on food, 
clothing, and health and personal care, has diminished to varying de- 
grees; the share of expenditures of the other component has increased. 


A more detailed comparison appears in Table 2, which examines the 
Old and new weights in terms of the old and new family size and income 
constraints in 1967, 1974, and September 1978 dollars. Statistics 
Canada cautions that only those values expressed in prices of the same 
period may be compared for the purpose of detecting the possible impact 
of quantitative changes between the 1967 and 1974 baskets on the all- 
items CPI for Canada.(16) Such a comparison in Table 2 is found in the 
"1967 basket in 1974 prices" and "1974 prices without constraints" cate- 
gories. The comparison shows a greater decline for food, almost none for 
clothing, and health and personal care; a lesser increase for housing; 
and a greater increase for transportation; recreation, reading and edu- 
cation; and tobacco and alcohol than did the figures in Table 1, which 
were based on 1967 and 1974 dollars, respectively. 
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APPLICATION OF THE CONSUMER PRICE INDEX 


The CPI is used widely as a guideline for negotiated wage increases 
and cost of living allowances (COLA) and for discretionary increases in 
wages, Salaries, or fringe benefits. In addition, legislation frequently 
ties increases in payments or exemptions in government programs speci- 
fically to the Consumer Price Index in order to preserve their "real" 
Value. Some examples include the Income Tax Act, which allows for the 
indexing of personal exemptions according to the CPI; War Veteran's 
Allowances and the Old Age Security program (which includes the Guaran- 
teed Income Supplement and Spouse's Allowance) escalate their payments 
every quarter (January, April, July, October) for changes in the CPI; 
Canada Pension Plan benefits are increased each January to reflect CPI 
increases, as are payments of Family Allowances and other federal pen- 
Sion benefits.(17) In some cases legislation simply provides authority 
for increased payments based on the cost of living, without defining 
cost of living or its measurement,(18) and in other cases reference to 
the CPI might be made from time to time for the purpose of escalating 
premiums or benefits, without requiring any legislative authority for 
such increases. (19) 


THE CPI AND PENSIONERS 


Since the two tiers of government pensions (OAS/GIS and CPP) are 
now tied to the CPI, its importance as a measurement is obvious. But 
frequent calls have been heard for the development of a "pensioner 
index" which, it is argued, would be more relevant as a guide for the 
escalation of pension benefits. Before developing a new index based on 
pensioners" spending habits it is important to see if those spending 
habits differ from those of the rest of the population, and if so, how; 
and to examine those components of the CPI "basket" that absorb the 
greatest share of pensioners' incomes to see if they have increased or 
decreased differently from the whole "basket." 


The latest CPI revision, which eliminated the restrictions on fam- 
ily size and income, means that the overall target population represents 
the retired more closely than the earlier measure. We know, for exam- 
ple, from the 1971 census which is the basis for the selection of the 
urban centres for CPI purposes that the older population was "urban" to 
about the same extent as the total population. Table 3 shows us that in 
1971, 58.5 per cent of the total population and 54.8 per cent of the 
population 65 and over lived in the urban target areas with 30,000 or 
more persons. 


We also know from census figures that older women fall largely into 
the "single, widowed, and divorced" categories and that the elimination 
of the family size restrictions will increase the pertinence of the sur- 
vey to that older single female population who are at the lower end of 
the income scale. For purposes of comparison, figures for 1971, on which 
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the 1974 Expenditure Survey was based, are contrasted with comparable 
data for 1976 in Table 4. 


Table 3 
Urban and Rural Residence by Size of Centre, for Total Population and 
Population 65 and Over, 1971 


Total population 65 and over 
(Per cent) 

Urban 16k Jae 
100,000 and over 47.5 46.1 
30,000 to 99,999 9.0 Siow 
10,000 to 29,999 Sel fens: 
Less than 10,000 ENA Bas 063 okt 
Rural 23.9 24.3 
Farm 6.6 AT 
Non-farm bias 19.6 
Total 100.0 100.0 


ae Nee 
Source Statistics Canada, Perspective Canada II, Cat. 11-508, p. 43, 
Table 3.6. 


Table 4 
Population by Age Group and Sex, 1971 and 1976 


dic Sachi At Bird atc, Sat a i et: Sth ea eal Beetle 
Married Single Widowed Divorced 


(Per cent) 
1971 
Male 
15-64 64.1 34.0 0.9 0 
65 and over TLCS 10.6 LOR 0.9 
Female 
15-64 67.4 27.0 4.2 1.4 
65 and over S902 10 s7 49.4 O37 
1976 
Male 
15-64 63.9 33.9 O77 1.4 
65 and over I3<8 955 PSZ eZ 
Female 
15-64 O72 26.7 3.9 JABS: 
65 and over 38.9 10.2 49.8 0 


Source Statistics Canada, Census of Canada, 1971, Cat. 92-730, Vol. 
1.4: and Census of Canada, 1976, Cat. 92-825, Vol. 2. 


While not all unmarried people live in single-person households, 
the extension of the definition of family could incorporate up to 28 per 
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cent of the senior men and 60 per cent of the senior women. The widened 
definition of family now covers virtually all but the nursing home popu- 
lation. Table 5 shows the living arrangements of the senior population 
and indicates that a sizeable proportion of the older females live alone. 


Table 5 
Living Arrangements of Persons 65 and Over by Sex, 1971 


Male Female 
(Per cent) 

Living in a family(a) 74.1 5335 
Own family or group(b) Sel L267 
Total family B22 66.2 
Living alone(c) 1 24.6 
Living in collective 

housing (d) 6.7 Sez 
Total 100.0 100.0 


a The family in this case is the "economic family." 

b Includes persons living with economic families of which they are not 
a member and persons sharing the household with other non-family 
persons. 

Does not include persons living alone in collective housing. 

Includes persons living in hotels, motels, nursing homes, staff resi- 
dences, military and lodging houses, and other institutions. 


ana 


Source Statistics Canada, Perspective Canada II, Cat. 11-508, Table 
SaL0, Pe 45. 


More critical than the family size definition, however, is the 
former limitation to families "with $4,000 to $12,000 income in 1967" - 
the middle-income group. Income distribution figures indicate that in- 
comes of the senior population are below the average for all age groups 
(Table 6). The removal of the income limitations has, therefore, elimi- 
nated the bias against lower-income families that would have excluded 
Many Of those 65 and over. 


Table 6 
Average Family Income for All Families and for Those 
Headed by Persons 65 and Over, 1967-76 


All families Families 65 and over 
(Dollars) 
1967 Dele 5e2 11 
1976 19,000 11,848 


Source Statistics Canada, Income Distributions by 
Size in Canada, 1967,:Cat. 13-534; p..21, 


Table 4; and Income Distributions by Size in 
Canada, 1976, Cat. 13-207, p. 40, Table 4. 
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In summary, the new definition of urban families included in the 
Expenditure Survey means that the population surveyed is as relevant to 
those 65 and over as to the whole population. Once we are satisfied 
that the sample is not biased against seniors, we must examine how their 
spending patterns compare with those of the population as a whole. 


Spending Patterns 


The 1974 survey, which forms the basis of the new CPI measurement, 
shows the proportion of budget spent on the major items in the survey by 
the total population and those 65 and over without the old family size 
and income constraints (Table 7). 


From Table 7 it is clear that the population 65 and over spends a 
substantially larger proportion of income on food and shelter than does 
the general population. Medical and health care costs take marginally 
more of seniors’ incomes. Whether the differences in food, shelter, and 
transportation costs warrant a separate index for pensioners is 
questionable. 


The senior population may well be spending less money on food than 
their younger counterparts, but because of their lower average incomes 
it absorbs a higher percentage of their budget. In addition, the food 
is consumed predominantly at home, with "food and beverages in eating 
places" absorbing an average of $4.64 per week for the older families 
against $11.67 for families headed by someone under 45, and $2.57 for 
unattached individuals 65 and over compared with $10.43 for those under 
45.(20) Buying habits show that the diet of the senior population 
includes large amounts of not very nutritious food, such as cookies, 
cakes, soft drinks, candy, gum, and marshmallows. Choices in buying are 
not, therefore, made solely on the basis of financial resources, since 
many of the above items are higher priced than some that would provide 
proper nutrition. 


With the revision of weights between the 1967 and 1974 surveys, the 
amount spent by all groups on "food" decreased from 28 per cent to 21.5 
per cent of the "basket" in 1974 prices (see Table 2). Statistics Canada 
continued to measure the CPI from 1974 to 1978 according to the "old" 
series for purposes of comparison and found that the "new" series yields 
a slightly lower index than the old over that period. The explanation 
is that expenditures on food, which tended to rise more rapidly than 
those on non-food items over the period, absorbed a smaller proportion 
of the basket and therefore had less effect on the "new" measurements. 


“During the period under consideration, however, food prices were 
not constantly rising at a higher rate than other prices and, 
therefore, the divergence between the two All-items consumer price 
index series was not cumulating consistently through time. The di- 
vergence increased in 1975 up to the month of June, then remained 
stable up to November of that year. From December 1975 to April 
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Table 7 


Proportion of Budget Spent, by All Families and Unattached Individuals 
and All Families and Individuals 65 and Over, by Item, 1974 


ee ee MA ee ee eee 


All 65 and over 
(Per cent) 
Food ys 22.2(a) 
Shelter 15.0 2155(a) 
Rented 5s 9.6(a) 
Owned 6.4 6.9(a) 
Other . aii 
Water and fuel 224 4.2(a) 
Household operation Ba 4.7(a) 
Furniture and equipment 4.9 SHE, 
Household appliances oe ac 
Other 368 Shall 
Clothing Pek 559 
Personal care ses, 2.0(a) 
Medical and health care ek 2.8(a) 
Smoking and alcohol 334 ae9 
Travel and transportation 1252 92.5 
Automobile 9.5 sO 
Purchase 4.5 Bel 
Operation 5.0 orbs] 
Other Del, 3.5(a) 
Recreation S29 3 
Reading 6 -8(a) 
Education AS: oak 
Miscellaneous Dek: 1.6 
Total current 74.5 81.5(a) 
Personal taxes 18.4 11.6 
Security 5.0 23 
Gifts and contributions Zstk: 4.6(a) 
Total expenditure 100.0 100.0 


a Items on which the senior population spends a greater proportion than 
the general population. 


Source Statistics Canada, Urban Family Expenditure, 1975, Cat. 62-544, 
Pp. 14-15, Table Te 


1976 the divergence decreased to the point that it totally disap- 
peared in April 1976, and then remained at a very low level up to 
January 1977 (during that time, food prices were rising at a rate 
similar to or lower than those for non-food prices). From January 
1977 to July 1978 the divergence grew rapidly but this latter ten- 
dency was again reversed in August and September 1978. In September 
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1978 the All-items index of the "new" series was 138.4, whereas the 
corresponding index of the previous series was 142.0. This repre- 
sented a difference of 2.6 per cent, accumulated over a period of 
almost five full years."(21) 


In other words, the indexed portion of the senior population's income 
rose higher because of price increases in non-food items than it would 
had the CPI been based on food alone. Statistics Canada also noted that: 


"For Food, the 'new' series indexes are higher than those of the 
previous series up to the end of 1977 [emphasis author's]. This 
«may be explained to a large degree by a combination of the fol- 
lowing factors: 


- among food products, meat (in particular beef) had a rela- 
tively larger share in the 1967 basket than in the 1974 bas- 
ket, while the reverse was true with respect to Food away from 
home ; 


— meat prices (in particular, beef prices) rose less than the 
overall Food price index between January 1977 and the end of 
that year, while the reverse was observed with respect to 
prices for Food away from home."(22) 


Since "food away from home" is a much smaller budget item for the 
over 65 than for the younger population, its heavier weight in the new 
"basket" means that much of the contributing factor to the rise in food 
prices does not significantly affect those 65 and over. The relevance 
of a "food only" index for pensioners, given its decreased importance in 
the whole "basket" for pensioners, would, therefore, be questionable. 


Between those 65 and over and the rest of the population, the dis- 
parity in the percentage of their budget spent on shelter is even 
greater than it is for food. The greatest divergence is in the "rent" 
portion even though rents have risen less quickly than have some of the 
costs of home ownership. The weights in the new CPI basket for tenancy 
costs fell from 8.40 to 6.76 while home ownership costs increased from 
9.48 to 11.90. This is explained by the differing rates at which the 
components of the shelter portion have increased in price. For example, 
from January 1971 to December 1977, on the basis of 1971 average = 100, 
the index for some items showed the following increases: 


January 1971 December 1977 
Mortgage interest 96.4 206.2 
Property tax 9929 dhad Leys: 
New houses 96.4 185.9 
Rent 99.4 1296823) 
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Both renters and owners in the over 65 age group have been somewhat 
protected from the rise in some of the shelter costs. The program of 
rent control and review introduced in 1975 in Ontario has slowed rental 
increases for the 30 per cent of senior household heads who rent their 
accommodations. Those who own are primarily not recent purchasers of 
homes and therefore are not faced with the escalating purchase prices. 
Few of them have mortgages (7.3 per cent of family heads in Ontario 65 
and over) and if they do they have lived in their homes for longer per- 
iods than the younger population (59.5 per cent have lived there for 
more than 10 years, as against 32.9 per cent for all household heads in 
Ontario) and consequently any mortgage is likely to have been negotiated 
in the days of lower interest rates. (24) 


Table 7 shows that household operation absorbs a slightly higher 
percentage of the budget of the population 65 and over than of the 
younger groups. Without knowing behaviour patterns it is difficult to 
identify the reasons for the increased proportion of budget, though one 
might hypothesize that older people must pay for some services, such as 
snow-shovelling or installation of storm windows, that younger people 
perform for themselves. 


Transportation costs in general and "automobile" costs in particu- 
lar are lower for those 65 and over than for the general population. 
However, there is a small difference in the "other transportation" 
category that might reflect the need to take taxis or pay for public 
transportation. Discounts are provided on public transportation, but 
increased usage at half fare might still produce a higher cost, when 
coupled with taxis, than full fare expenses for the younger persons in 
Our car-dominated society. Older people can also take advantage of re- 
duced fares on trains, buses, and airlines to travel for pleasure to a 
greater extent than the younger population. The divergence in spending 
patterns is not sufficiently great to jeopardize the relevance of the 
CPI to the target population. 


A further item - gifts and contributions - should be considered in 
this discussion of spending patterns. While this category absorbs only 
4.6 per cent of the senior's budget, that is more than double the figure 
for the total population (2.1 per cent) and is greater than the portion 
spent by seniors on some necessities and recreation. In other words, 
what the population 65 and over chooses to spend its money on still al- 
lows for these discretionary expenditures that could be transferred to 
food, housing, or clothing if need be. Such a decision may have less to 
do with available financial resources than with social pressures, but it 
Suggests that for some at least, there is room in the budget for extras. 


Only in two major sectors, therefore - food and shelter - are there 


appreciable differences in spending patterns, and the arguments for a 
separate CPI based on these divergences are not convincing. 


2571, 


Income Levels 


Spending patterns for many in the 65 and over group resemble those 
of low-income groups, particularly in the food component. Table 8 com- 
pares spending of low-income families and unattached individuals with 
low incomes with that of the 65 and over group. 


Table 8 
Proportion of Budget Spent by Item, for Families and Unattached Individuals 65 
and Over, and Low-Income Families and Unattached Individuals, 1974 


Families and unattached Unattached Families of 


individuals individuals two or more 
65 and over Low income Low income 
(Per cent) 

Food 222 28.4 30.9 
Shelter BA bas 33.4 23.4 
Rented 9.6 24.7 1452 
Owned 6.9 4.5 4.4 
Other ott A 3 
Water and fuel 4.2 4.0 4.5 
Household operation 4.7 5.4 Dee 
Furniture and equipment 3.9 333 4.6 
Household appliances sf = i bi 5.5) 
Other See 29 ses 
Clothing ee Deo Tee 
Personal care 2.0 eget pags? 
Medical and health care 248 De) 2e5 
Smoking and alcohol 2.9 SIRS, 4.0 
Travel and transportation Nas) 4.9 Thege: 
Automobile 720 tS HZ 
Purchase Sel a0 19 
Operation 3.9 2 Se2 
Other Seo Sel 2.6 
Recreation 325 SEZ 3.0 
Reading a: , o/ 
Education aul 5 ay 
Miscellaneous 1.6 1s De 
Total current S125 95.3 94.4 
Personal taxes TTERSG LAD, 2.6 
Security 263 => hy ts 
Gifts and contributions 4.6 322 eo 
Total expenditure 100.0 100.0 100.0 


Source Statistics Canada, Urban Family Expenditure, 1974, Cat. 62-544, pp. 14, 
15¢- andeL74- 


We know from income studies that those 65 and over are represented 
disproportionately in low-income groups, and particularly in the unat- 
tached individuals category. Figures for 1976 show that family heads 
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and unattached individuals aged 65 to 69 comprised 5.9 per cent of the 
total population, but 10.7 per cent of the lowest income quintile, and 
8.8 per cent of the second quintile; those 70 and over comprise 11.1 per 
cent of the total, but 31.2 per cent of the lowest and 15.1 per cent of 
the second quintile.(25) We must therefore expect that many of the same 
people will figure in the "65 and over" and the two "low income" columns 
of Table 8, emphasizing the distortion in spending patterns. 


Based on these figures we might conjecture that what sets the older 
population apart from the rest, in relation to the CPI, is not their age 
but rather their income level. We should then ask ourselves it. 3 rather 
than designing a "pensioner index" as a solution to the maintenance of 
purchasing power for the retired, a "low-income" index would be more 
appropriate. Studies that have explored such an option have concluded 
that it would not. 


A study prepared by Statistics Canada reweighted components based 
on the 1969 Family Expenditure Survey and prepared a comparative CPI for 
low-income families. The resulting figures are shown in Table 9. 


The study found that the official CPI over the period from June 
1973 to June 1977 (that is, following the serious dislocation of expend- 
itures resulting from the OPEC oil price increases) was higher than the 
low-income index (Table 10). 


The study advanced the following explanation: 


"Two features of the above comparison deserve particular attention 
because of their impact on the overall difference between the two 
consumer price indexes: 


- low-income families spend considerably more on food than do 
members of the CPI target group, as a percentage of their 
total expenditures (and therefore food price movements have a 
greater impact on the low-income series than on the official 
GPT). 


— within the shelter component of housing, tenancy is more im- 
portant to low-income families than home ownership while the 
reverse is true for the official target group."(26) 


While the size of the low-income family as defined for the study is 
larger than an older household would be and consequently could profit 
from some economies of scale in expenditures, food and housing compon- 
ents of the CPI affect both low-income and senior households differently 
from the rest of the population. Both low-income and senior households 
are disproportionately hit by food price increases, particularly for 
food to be consumed at home. The results of the low-income CPI study, 
therefore, are of interest to those who are concerned about the older 
population. 
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Table 10 


Comparison of CPIs for Official Target Group and Low-Income Families, 
June 1977 


Official target Low-income 
roup(a) families 
(April 1973 = 100) 

All items 145.2 143.8 
Food 150.6 149.6 
Housing 147.0 143.1 

Shelter 142.1 1359 
Tenancy 12356 E2396 
Home ownership 154.1 154.0 
Household operation 154.7 154.2 
Other major components(b) 140.2(c) 139.3 
All items except food 143.2 142 
All items except housing 144.3(c) 144.2 


a Rebased from official CPI series. 

b Includes clothing; transportation; health and personal care; recrea- 
tion, education and reading; and tobacco and alcohol. 

c Official target group rebased and aggregated from official CPI. 


Source Gordon Walford, "Experimental Study: A Consumer Price Index for 
Low-Income Families," Canadian Statistical Review, Cat. 11-003 
(April) 1978), Peexii’. 


A discussion of the relevance of the CPI to certain groups also 
figured in the Economic Council of Canada's Eleventh Annual Review. The 
Council was commenting in 1974, before the new weights were introduced, 
when it stated: 


"Demands for greater selectivity in the choice of index might 
appear to be appropriate if changes in the consumer price index 
were found to deviate substantially from the actual price-change 
experiences of different groups - whether classified according to 
their incomes for tax purposes or by demographic or social 
characteristics."(27) 


The Council measured several specially weighted baskets for families of 
two or more Of varying income levels and found that the impact of price 
increases did not correlate with income level in any meaningful way 
(Table 11). 


In discussing the role of any index, the Council wrote: 
".seeit is appropriate to consider whether the purpose of indexation 
Schemes is to compensate individuals and groups for the loss of 


general purchasing power arising from inflation, or whether it is 
to protect, indefinitely, their particular initial real living 
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standards. If it is the latter, since relative price changes are 
always taking place - for example, because of different rates of 
productivity growth in different industries - a case would exist 
for tying particular categories of income to particular price in- 
dexes in order to preserve the real incomes of those involved, even 
in a situation of zero inflation. If, on the other hand, the pur- 
pose of indexation is to compensate for general inflation, then it 
appears most appropriate to employ a general index (such as the 
consumer price index) for this purpose. Clearly, many other schemes 
and programs are designed to preserve, modify, or improve the real 
living standards of particular income groups. It appears to us, 
however, that indexation is best directed towards the primary aim 
of compensating individuals for those losses of general purchasing 
power arising from inflation. Even a highly complex system of spe- 
cial indexes for particular groups would still give rise to anoma- 
lies and imperfections if the objective were to prevent each indi- 
vidual's initial real income from changing as a result of price 
variations. Apart from being administratively costly, special in- 
dexes might also introduce undesirable rigidities into our social 
and economic relationships."(28) 


Table 11 
Consumer Price Index, by Income Class, All Families or Two or More 
Persons, 1969 and 1974 


Index 
January 1969 April 1974 
(1961 = 100) 

Under $3,000 121.8 L62e7 
S 3,000-S3 ,999 121 ol 161.2 
4,000-— 4,999 121.4 160.6 
5,000- 5,999 ALAS 160.0 
6,000-— 6,999 1215 15929 
7,000— 7,999 124.4 16328 
8,000- 8,999 12) s7 160.3 
9,000-— 9,999 122.2 161.4 
10, 000-10 ,999 | 122.2 160.6 
11,000-11,999 WPPALY) 160.5 
12,000-14,999 220 160.3 
15,000 or over 42206 161.4 
CPI 122.66 L619 


Source Economic Council of Canada, Eleventh Annual Review: Economic 


Targets and Social Indicators, (Ottawa: Information Canada, 
1974), Table 7-4. 


Another study that examined the pertinence of special indexes for 


various income, demographic, or geographic groups was that carried out 
by the Policy Research and Strategic Planning Division of the Department 
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of National Health and Welfare. The study, originally based on the 1969 
consumer expenditure patterns was re-examined in the light of the 


Changes in spending patterns registered in the 1974 survey. The conclu- 
sion remained the same: 


"..ewelfare and pension benefits would not be significantly differ- 
ent if they were escalated according to price indexes based on the 
expenditure patterns of the specific income/demographic groups in- 
stead of the overall Consumer Price Index."(29) 


The study examined price movements over the 1966-77 period inclu- 
Sive based on 1969 and 1974 weights for different income groups. In 
both cases two sets of measurements were taken: one based on the seven 
Major categories in CPI (food; housing; clothing; transportation; med- 
ical and personal care; reading, recreation and education; tobacco and 
alcohol), and the second based on twenty-eight fine categories within 
these seven groups. 


The results of the study bear out the findings of the two previous 
Papers in the matter of food and housing costs and their impact on dif- 
ferent income groups. In the former category, consumption of "restau- 
rant foods" which increased faster than that of most other food items ’ 
had a disproportionate impact on the high-income group who spend more on 
this item (5.4 per cent of budget) than the middle-or low-income groups 
(3.4 and 3.0 per cent, respectively), based on 1969 weights. In the lat- 
ter category, rent assumed a greater proportion of the low-income budget 
(12.9 per cent) than the middle-income (8.2 per cent) or the high-income 
(3.3 per cent) budget and consequently the low-income group has been 
protected, since rent rose more slowly than home ownership costs over 
the 1966-77 period. In the study based on 1969 weights, three income 
levels were used; in the study on 1974 weights, four. Table 12 shows 
the results of the study using the twenty-eight-category list of items 
for measurement. 


The 1969 weights show that the low-income index exceeded the CPI in 
1966, 1970, and 1972-77, but by a maximum of .7. Contrast this with the 
high-income index which was greater than CPI in every year and by as 
much as 4.1 in 1977. Based on the 1974 weights, only in 1973 did the 
low-income index exceed the CPI, and that by .3, whereas again the high- 
income group was higher every year, by as much as 8.2 in 1977. Rather 
than penalizing the lower income groups, the CPI presently in use has 
greater impact on the highest group in both parts of the study. This 
Supports the view expressed previously that low-income groups, and 
therefore pensioners, are as well off under CPI as they would be under a 
more selective price index, when the aim of the indexing is to maintain 
their purchasing power. 


The United Kingdom has a pensioners' index that differs from the 


General Index and relates to about 10 per cent of households measured. 
However, it has been observed that: 
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"Although there are substantial differences between the weights of 
the 'pensioner' indices and those of the General Index this does 
not seem to have had a very great effect on the relative movements 
of the indices. The one person 'pensioner' index for example has 
increased only 1 1/2 per cent more than the General Index (exclud- 
ing housing) in the period from January 1974."(30) 


This practical example bears out the results of the Canadian studies. 


CONCLUSION 


We have seen that the Consumer Price Index is general in nature and 
has become progressively more so over time because of the widening of 
the target population and the range of items to be measured. By common 
consent, when applying standards of measurement to any particular seg- 
ment of the population it is wiser to choose a standard which is repre- 
sentative of a wider rather than a more restrictive population. In this 
context the CPI is the most general measurement available and, as we 
have seen, the latest revision has extended its application, thereby 
increasing its relevance to the pensioner populations itis talso .a 
measurement that has wide recognition in Canadian society and, rightly 
or wrongly, is considered a yardstick for changes in the cost of living. 
Recognition and acceptability therefore argue for its use. 


In the long run CPI could be considered the "least worst" measure- 
ment for purposes of increasing pensions and other welfare payments; the 
three studies we examined have not produced a more reliable measurement. 
On the contrary, they have tended to reinforce the validity of CPI as a 
basis for indexation. Since the stated purpose of pension escalation is 
the maintenance of purchasing power, CPI is the best tool we have avail- 
able in Canada at the present on which to base the increases. 
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NOTES 


(1) 


(2) 
(3) 
(4) 
(5S) 
(6) 


C7) 


(8) 


(9) 


(10) 


(11) 


G12) 


(13) 


Throughout this paper reference is made to, and material is drawn 
from Statistics Canada, The Consumer Price Index: Revision Based 


on 1974 Expenditures: Concepts and Procedures, Cat. 62-546 
(Ottawa, 1979). 


Statistics: Act, 1918; cc. 43,0se. 1s 

Statistics Canada, The Consumer Price Index Revision, p. 8. 
Statistics Canada, Your Guide to the Consumer Price Index, p. 7. 
Statistics Canada, The Consumer Price Index Revision, pe. 31. 


"Splicing technique - One of the procedures used for maintaining 
the continuity of item price index series in the case of 
substituted items (and/or replaced retail outlets). The basic 
assumption underlying the technique is that, at a given point in 
time, the relative difference in prices between the replaced and 
replacing items (and/or outlets) reflects the difference in 
respective qualities. In effect, the splicing technique is 
analagous to, and may be considered a particular case of, the 
linking procedures." Ibid., Glossary, p. 61. 


"Linking procedure - A procedure by which a 'new' series of 
indexes is connected to an 'old' series in a given link period, 
generally because of a change in basketse Actually, indexes of 
the 'new' series with link period as time base are multiplied by 
the ‘old' index for the link period." Ibid., p. 60. 


"The 1971 Census of Canada defines CMAs and CAs as main labour 
market areas of continuously built-up centres with populations of 
100,000 and over and less than 100,000 respectively. CMAs and CAs 
therefore include urban care, urban fringe and rural fringe 
Parts pi bidig) pete. 


The centres are: St. John's, Halifax, Charlottetown/Summerside, 
Saint John, Montreal, Quebec, Ottawa, Toronto, Thunder Bay, 
Winnipeg, Regina, Saskatoon, Edmonton, Calgary, and Vancouver. 


These centres are: Sydney, Moncton, Sherbrooke, Trois-Rivieres, 
Chicoutimi-Jonquiere, Hull, Kingston, Peterborough, Oshawa, 
Hamilton, Kitchener-Waterloo, St. Catharines-Welland-Niagara, 
London, Windsor, Sarnia, Sault Ste. Marie, Sudbury, and Victoria. 


This group comprises: Sydney Mines, Fredericton, Granby, 
Drummondville, Sorel, St. Jerome, Shawinigan, Cornwall, 


Belleville, Barrie, Timmins, North Bay, Brandon, Chilliwack, 
Nanaimo, Kelowna, Kamloops, and Prince George. 


These cities are: St. Hyacinthe, St. Jean, Valleyfield, 
Brantford, Chatham, Guelph, Moose Jaw, and Lethbridge. 


Statistics Canada, Urban Family Expenditure, 1974, Cat. 62-544, p. 
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(14) 


(15) 


(16) 
(17) 


(18) 


(19) 


(20) 


(21) 
(22) 
(23) 
(24) 


(25) 


(26) 


(27) 


(28) 
(29) 


(30) 


A description of the formula for eliminating the trends and 
business cycle components of change can be found in Statistics 
Canada, Consumer Prices and Price Indexes, Cat. 62-010, quarterly. 


Those items exhibiting sufficient seasonality to warrant 
adjustment are listed in Consumer Prices and Price Indexes. 
— eee CES ane Price indaexes 


Statistics Canada, The Consumer Price Index Revision, pe. 56. 
ster ~rice inaex Revision 


The Income Tax Act, R.S.C. 1970, ce. 148, as amended 1976-77, c. 4, 
S-48(1) and S.117.1; War Veterans' Allowance ACE, Rebs Ge 19705) Cx 
W-5; The Old Age Security Act, R.S.C.e 1970, ce 0-6 as amended 
1976-77, ce 9; Canada Pension Plan, ReS.C.e 1970, as amended 1974- 
75-76; Family Allowances Act 1973, ce 44; and pensions such as 
those for members of Parliament, public servants and members of 
the armed forces. 


For example the Teachers' Superannuation Act, R.S.O. 1970. 


Benefits under the Unemployment Insurance Act 1971, ReSeC.e 1970- 
71-72 ce. 48 are escalated periodically, linked to rises in the 
Consumer Price Index. 


Statistics Canada, Urban Family Food Expenditure, 1974, Cat. 


62-542, pp. 14-15, Table 7. 

Statistics Canada, The Consumer Price Index Revision, pe 57. 

Ibid. 

Statistics Canada, Consumer Prices and Price Indexes, Cat. 62-010. 


Statistics Canada, 1971 Census of Canada, Cat. 93-739, Vol. 2, 
Part 4, Tables 35 and 37. 


Statistics Canada, Income Distributions by Size in Canada, 1976, 


Pe 92%. 


Gordon Walford, "Experimental Study: A Consumer Price Index for 
Low-Income Families," Canadian Statistical Review (April 1978), p. 
Xe Low-income families for this study are defined as urban 
“families of two adults with one or more children and incomes in 
1969 of less than $6,000." 


Economic Council of Canada, Eleventh Annual Review; Economic 


Targets and Social Indicators (Ottawa, Information Canada, 1974), 


Dew ls ie 
LDid si, pe 174. 


Mangal Gupta, The Impact of Price Changes on Different Income 


Groups, Health and Welfare Canada, Occasional Paper 4 (Ottawa, 
17S epee ic 


Letter to the Royal Commission from the office of the 
Parliamentary Under Secretary of State, Department of Employment, 
Government of the United Kingdom, June 13, 1978, p. 2. 
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